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To The Investment Bankers of America 


HERE are now over 20,000,000 bond buyers in the United States. Millions 
of them are going to become interested in other securities also. 

Are you going to let this tremendous new business go to bucketshops and 
irresponsible promoters? Are you going to stand by and make no move 
while this new investment public loses its money in the disreputable by-ways 

and back streets of finance—and then, with its usual lack of discrimination, blames 
ALL BANKERS ALIKE? 

You will have to be a little more aggressive. How? This is one way: 

By refusing to advertise in publications which accept investment advertising which 
is UNSATISFACTORY TO YOU. You are the judge, for it is your money that is 
going to pay for the advertising. And by refusing to do business with agencies whichi 
handle accounts of so-called “investment” houses which are unsatisfactory to you. 

You are familiar with “camouflage” in financial advertising—with the class of 
houses which mix their own doubtful promotions in with Liberty Bonds and other 
highest grade securities. They are “within the law”—but are they satisfactory to you? 
Do you want your advertisements to run side by side with them—as they are now 
running? If not, why do you stand for it? 

We believe you should withdraw your business from publications and agencies 
which handle this deceptive class of business. We propose to open a campaign of edu- 
cation along these lines. We are assured of substantial support. For example, read 
this letter just received from the Associated Advertising Clubs: 

Magazine of Wall Street, 


42 Broadway, 
New York City, N. Y. 


Gentlemen: 

We have your letter of November 13th which we have read with much in- 
terest. 

The thought that you express in regard to legitimate houses refusing to 
place their accounts through agents that handle this type of advertising, also 
refusing to have their “ads” appear in the same papers with this type of house, 
would save investors throughout the country a great deal of money. The idea is 





splendid and, as you suggest, the time is now ripe to really do something worth 
while in this direction. Might we suggest that The Magazine of Wall Street 
with its powerful influence start a campaign along these lines? Our Association 
will be glad te cooperate with and support you in every possible manner in this 


campaign. 
Trusting that you may act favorably upon this suggestion and thanking you 


for your offer of cooperation, we are 
Very truly yours, 


ASSOCIATED ADVERTISING CLUBS. 


a. F. OLWIN, 
Secretary National Vigilance Committee. 


Will YOU join in educating the public to deal only with highclass houses? It 
will do no good for you merely to say “Yes, that’s a good idea”—you must ACT. 

They say that “money talks.” When your advertisement appears alongside that 
of a bucketshop, your money talks for the bucketshop. THINK IT IT OVER. 
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THE QUTLOOK 


Government Control of Industry Still the Main Problem—Positive 
and Definite Government Action Acutely Needed—The 
Money Situation—The Market Prospect 





-—_~ 


HILE there is a anne undercurrent of optimism in both investment and busi- 
ness circles as to the more distant future, the immediate outlook is clouded by 
the almost innumerable problems and complications involved in readjustment 

: to a peace basis, which have not been dispelled by the President’s address to 
Congress. | 4 
Even so, if the investor were permitted to borrow money in quantity to aid him in 
buying stocks, it is probable that the market would be looking ahead to coming pros- 
perity and attempting to discount its results. But the combination of peace readjust- 
ments, the wage problem, and the strict limitation of loans on securities as collateral, is 
too —_ for the market and has caused a rather general, though not severe, liquidation 
in st \. 

The selling of stocks, however, has not spread to bonds in any important degree. 
The general average of bond prices remains near the highest point reached on the recent 
sharp recovery. This is not surprising in view of the fact that the level of bond prices 
is still below the low points of 1914 and 1907. 


Government Control Still the Deciding Factor 


HE central problem of peace is how the Government can let go, and when and 

to what extent it will let go. On the one hand, it is desirable that we should 

Samal get-back to normal and spontaneous business conditions as soon as possible; 

= but on the other, it is necessary to avoid the shock which would result from a 
sudden overturning of the conditions that have grown up during the war. 

The question, therefore, of how rapidly the Government ought to let go is an 
extremely difficult and complicated one. But even if that could be solved, it would 
be far from putting us in a position to predict what the Government actually will do— 
and that is the crux of the matter just now. 

For example, Government control of the railroads is wrapped in impenetrable 
uncertainty. Only three. roads have so far signed the Government standard form of 
contract. The others are holding back. They were very reluctant to sign the contract 
even as an arbitrary war measure. Now that peace has come they are far more re- 
luctant. 

As this is written, a meeting of the principal railroad executives of the country is 
about to be held at the New York Chamber of Commerce. Traffic is declining as a 
result of the cancellation of many of the Government's war contracts. Expenses are 
still at the highest point yet reached. ‘Wages have been advanced to such a level that 
a good volume of traffic is necessary to pay them. The Government has agreed to 
assume the financial responsibility for the operation of the roads, but under contracts 
which contain clauses which, subject as they are to official interpretation, might have 
the final effect of giving the roads their property back again in such a condition as to 
prevent any practical restoration of the status before the war. 

In the meantime, politicians differ in their views as to what should be done with 
the roads. Some favor Government ownership, others the maintenance of Government 
operation to the full limit of the 21 months after peace is declared, and still others be- 
lieve that the roads should be handed back to their owners at the earliest possible 
moment. McAdoo has dropped the helm and it is not known what course his successor 
will steer, and the President has not proposed any definite program. 

Before-the-war conditions cannot be restored, and indeed it is not desirable that 
they should be. The conflict of authority between Government and State commissions, 
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the strict limitation of rates by the Government while the entire responsibility for meeting 
costs remained upon the shoulders of private ownership, constant legislative interference 
—sometimes in the public interest but often unintelligent and contradictory, the growing 
power of the labor unions, and the inefficiency and duplication which arose out of the 
efforts of each road to get business for itself regardless of the effect on the country s 
transportation machinery as a whole, created even then a combination which baffled the 
wits of the most resourceful railroad managers. And after the economic upheaval of 
the war, all of these difficulties would be still further complicated, while the burden of 
taxes must be heavier than ever before. 

It seems obvious that, since wages constitute so large a part of railroad expenses, 
there should be some fairly definite relationship between wages and rates; but what that 
relationship should be remains to be determined and is a problem extremely difficult of 
solution. 

The routing of freight by the shortest lines, the full loading of cars, reduction of 
time allowed for loading and unloading, the consolidation of offices, and some other 
similar improvements made possible by Government control, should certainly be retained 
as a part of our transportation machine. But in the main, Government operation has 
not as yet resulted in any noticeable increase in general efficiency. Purchases of equip- 
ment, especially, have been made by the Government without adequate consideration of 
the needs of the individual roads. For this the paramount need of winning the war may 
perhaps be a sufficient excuse. But the war is now at an end. That excuse will no 
longer hold good. 

The fact is beginning to be recognized that the demobilization of the roads is a 
greater problem than their mobilization; and investors are inclined to hesitate until some 
definite announcement of the Government's plans is forthcoming. 


Control in Other Fields 


HE railroads are merely the most conspicuous field in which uncertainty as to 
ye what the Government will do tends to restrict operations by private interest. 
fag ~How are the public utilities to fare? Will they be permitted to raise rates to 

correspond with costs? 

Bankers, also, feel the need of knowing what Washington will do before attempt- 
ing to broaden their activities in peace industry. Another Liberty Loan is coming. 
Will this necessitate the further inhibition of other financing? How long will the check 
on Stock Exchange loans be retained in force? Will Federal Bank rediscounts be 
further expanded, or will an attempt be made to reduce them now that peace is here? 

Many manufacturers have uncompleted contracts on hand. How many and 
which ones will be cancelled? To what extent will the Government protect manufac- 
turers in liquidating their war inventories? 

Wage earners have in many cases been receiving fantastic war pay. To what 
extent, if at all, will the Government lend the weight of its influence toward helping the 
unions maintain current wage scales? 

Merchants are chiefly dependent on industrial activity for their profits. The Gov- 
ernment’s action in connection with all of the problems mentioned above will intimately 
affect the outlook for mercantile prosperity. 


Positive Government Action Needed 


aT] N the meantime, the Government authorities seem to be marking time. With 
b the strain of the war nearly over, they seem to be sitting back in their chairs 
grap} and drawing long breaths of relief and leaving peace problems to settle them- 
——==— selves as they may. It may be that world destinies require the President's 
presence abroad even more than American industry needs it at home. But the policy 
of drifting should end. This is no time for an easy opportunism. Definite and positive 
action is the need of the hour. 
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It cannot be demanded that all the problems of peace be solved in the best way— 
industrial problems rarely are solved in that way. But almost any sort of definite policy 
would be better than drifting in the dark. Business men and investors can adapt them- 
selves to conditions if they know what those conditions are. And in the present emer- 
gency the Government, now so largely in control in every line of industry, should say 
promptly what conditions it will create. 


The Money Outlook 


HE restrictions on bank accommodations have been modified by the removal of 

loans on Government bonds from the arbitrary total of loans on securities 

which must not be exceeded, and also by the removal of loans contracted to 

aid in the distribution of bonds and notes purchased by investment houses for 

their own account. These changes have eased the loan situation slightly, but not 

enough to be of much service to large buyers of securities who would like to borrow 
for the purpose. 

The trouble does not now lie in scarcity of loanable funds. The checking of war 
work and the decline in the stock market have had the effect of releasing funds and 
both call and time money are offered more freely—the rate for the former having de- 
clined to 5%. But this does the security buyer little good so long as he is not per- 
mitted to borrow. 

The banks’ Money Committee as yet gives little encourgement for the removal of 
the restrictions. But there are many banks and trust companies throughout the country 
which are not directly under the control of the Committee, and now that the war is 
practically over, these institutions will not hesitate to lend to their customers on security 
collateral. This enables the customer to: purchase in the New York market for cash. 


In fact, the Money Committee does not object to such operations, for such buyers 
are usually investors for the long pull and their buying tends to strengthen the general 
position of the market rather than to advance prices unduly. 

The upshot of this situation is that stocks are slowly tending to drift into strong 
hands. Buying orders on declines are not heavy, but what there are are of a substantial 
sort and result in a gradual reduction in the floating supply of stocks. 


The Market Prospect 


HE outlook for the market is now closely bound up with the question of indus- 
trial readjustment, as it expresses itself in commodity prices. This subject is 
fate discussed at some length in a leading article in this issue. 

: Where war restrictions have been nearly all removed, as in the steel in- 
Pte a waiting attitude is now to be observed. The dammed-up demand for steel has 
so far been sufficient to take all that is available, but if a downward price 
should develop the natural result would soon be the withdrawal of many bids. How- 
ever, we are not inclined to expect any considerable fall in steel prices. The tendency 
will be to maintain them near the present level until the extent of he readjustment and 
reconstruction demand can be gauged. 

The bond market is entitled to rest and perhaps some reaction after its quick ad- 
vance on peace, but we do not anticipate much decline. The level of bond prices is 
still so low that investors will hardly hold back in the hope of catching a slight dip in 
quotations. 

At the moment the tendency of the stock market is toward lower levels, and the 
prospect for the early future is unusually confused. The extent to which investment and 
industrial conditions depend upon the ability of the Government to act promptly and 
definitely makes it difficult to forecast the duration of the period of readjustment. 

As to the future, however, we believe that the factors of prosperity and expansion 
will outweigh those of temporary disturbance and confusion. 


December 3, 1918. 











Max May on Europe’s 


War Indebtedness 


Two Plans Suggested for Liquid- 
ating Loans Owing to This 
Country—America to be Cred- 
itor Nation for Years to Come 
—What must be Done to Main- 
tain Our Advantage. 


four years, it is certain that the 
next decade will bring financial 
events no less momentous. The world 
has been engaged in raising sums of 
money of fabulous proportions. Now 
the piper must be paid. The interest on 
the tremendous war debts must be pro- 
vided for and plans projected to effect 
their amortization. 

The United States is now the world’s 
great creditor nation. Naturally the other 
nations will strive in every way to in- 
crease their productivity and turn the bal- 
ance of trade in their favor, for in that 
way they: can best hope to meet their ob- 
ligations with the least strain. On the 
other hand, the United States will un- 
doubtedly endeavor to maintain its pres- 
ent commanding position in world finance 
and business, at the same time following 
the policy of live and let live. To crowd 
the other fellow too far would be to our 
disadvantage, for he is heavily in debt 
to us. 

Big Developments Pending 

The great problems to be met and the 
play of opposing interests will mean great 
developments of international import. 
Doubtless no one whose opinion is worth 
listening to would be rash enough to at- 
tempt to outline them in advance. But 
there are those whose life work along the 
lines of international finance give them 
the right to speak with authority. 

With these important problems in 


REAT as have been the financial 
G developments during the last 











mind a representative of THE MAGAZINE 
or WALL Street called upon Mr. Max 
May, who for many years was a vice- 
president of the Guaranty Trust Co. and 
is now managing director of the Foreign 
Trade Banking Corporation. This con- 
cern, by the way, was the first discount 
bank to be established in this country and 
is less than a year old. 

Mr. May needs no introduction to our 
readers, for he is internationally known 
as this country’s foremost foreign ex- 
change expert and also as a deep student 
of finance. While disclaiming om- 
niscience on international banking mat- 
ters, Mr. May readily consented to give 
his views. 

“This country is heavily in debt,” he 
said, “but it is in debt to its own people. 
The Allies, on the other hand, are not 
only heavily indebted to their own people, 
but they owe us vast sums. Germany, 
also, is in debt practically only to its own 
people, having been practically self- 
contained in its war loans. But I doubt 
if Germany derives much satisfaction 
from that situation,” and Mr. May 
smiled quietly, “for unless I am greatly 
mistaken, this war is going to prove a 
very expensive affair for Germany. I 
don’t think that there can be the slightest 
doubt that France and England will exact 
damages that will tax German resources 
to the utmost. 


A Difficult Problem 


“How is Europe going to meet its in- 
debtedness to us? It is a difficult prob- 
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lem. There is one solution, however, that 
would be extremely easy, but which, I 
fear, will meet with little general ap- 
proval. The easiest way for France or 
England would be to sell to this country 
some of their transatlantic possessions. 
This would be equivalent to allowing a 
part of the collateral behind a loan to be 
used to liquidate the loan. The United 
States would profit through the enlarged 
home markets. The right of self-deter- 
mination which we have laid down would 
make such a suggestion impractical un- 
less the transaction met the approval of 
all concerned. 

If this suggestion could be carried out 
it would relieve the Allies from the fran- 
tic efforts which they will otherwise have 
to make to meet their obligations.” 

Asked if this country is in a position 
to make further loans to the allied na- 
tions, Mr. May replied in the affirmative. 

“Tt may be that the next Liberty Loan 
is intended to take care of further ad- 
vances,” he said, “but there has been no 
statement covering that anatter. Un- 
doubtedly France and Belgium will be 
borrowers from this country, but I do 
not think England will need any more 
money from us. Whether this additional 
financing will be a Governmental matter 
or whether it will be taken care of by pri- 
vate bankers cannot be answered at 
present, 

The Alternative 

“T entertained the idea that the very 
large number of soldiers that would have 
been sent abroad would have materially 
helped Europe in paying off its indebted- 
ness to us, but of course the ending of the 
war stops that movement. 

“It is obvious that this country will not 
demand and the Allies are not in a posi- 
tion to immediately pay off their loans. 
An effort to do that would seriously de- 
moralize our economic situation. More- 
over, it is only proper that future gen- 
erations bear their share of expense. 

“If Europe is not willing to give up ter- 
ritory to discharge her indebtedness to 


us, the only other thing for her to do, as 
I see it, is t6 issue long term bonds and 
pay the indebtedness in installments. 

“No matter what arrangements the 
Allies may make, it seems obvious that 
we will remain a creditor nation for 
many years to come. 

“But the whole situation has_ been 
changed as far as the United States is 
concerned. We now have a big mercan- 
tile marine and will do a large part of 
the carrying trade formerly done in Eng- 
lish, German and French bottoms. We 
used to pay those nations heavy freight 
charges, but now the balance will be in 
our favor. We have organized many big 
insurance companies in place of Ger- 
man; controlled companies—in short, 
we have greatly reduced the yearly 
tribute which we used to ‘pay to 
foreign nations. 

Must Seek New Fields 

“Outside of raw materials which she 
must buy, Europe, in order to meet her 
indebtedness and conserve her resources, 
will not be likely to purchase much from 
us. If we expect to continue our export 
trade on a large scale, we must develop 
new fields in Central America, South 
America and the Orient. 

“It will be to our advantage to permit 
Europe to defer the payment of her ob- 
igations, for if she pays it off year by 
year, we will continue to occupy the dom- 
inating position. Moreover, it will be of 
great help in years of bad crops or. un- 
favorable trade balances, to have large 
sums owing us. 

“Among the things that will aid Europe 
will be the heavy tourist travel to the 
battlefields when peace is declared. We 
must not expect a heavy immigration to 
this country. Europe has been so torn 
and devastated and there is such a tre- 
mendous restoration and reconstruction 
work to be done that she will need all of 
her labor.” 

In conclusion, Mr. May expressed thie 
opinion that this country may continue to 
expect favoring trade balances for some 
time to come. 


“Whatever the past year may have been to you, make it dead history. 
But let the new year be a living issue.” 


Rn 





What Will Happen to Prices and Wages? 


Different Points of View—Present Production Not 
Abnormal—The Banked-Up Peace Demand— 
Prices and Bank Credits—Which Prices 
Will Fall—Wages—Conclusion 





By G. C. 


SELDEN 





S the new year approaches, 
bankers, investors and busi- 
ness men find themselves con- 
fronted by an unusually con- 

fusing situation. 

The central difficulty lies in the 
question of industrial prices and 
wages. Falling prices nearly always 
result in some degree of business de- 
pression. If the decline of prices is suf- 
ficient to compel revision of wages, la- 
bor troubles are likely to follow. And 
both these factors necessarily have an 
important effect on the earnings of cor- 


porations and therefore on security 


prices. 

Certain conclusions in regard to the 
outcome of this situation can be logi- 
cally reached and stated with some 
definiteness. Some other conclusions 
can be arrived at as strongly probable. 
Still other features in the outlook de- 
pend upon such numerous, varied and 
uncertain factors that only the broad- 
est and most general assertions can be 
made about them. 


Two Points of View 

Two quite different views in regard 
to the general price prospect are ad- 
vanced by éxperienced observers. 

The first is, stated in its simplest 
terms, that since war caused a sharp 
rise in prices, peace, the converse of 
war, will cause a sharp decline. The 
rise was caused by the vital urgency 
and pressing necessity of the war de- 
mand. The tremendous importance of 
obtaining munitions and war supplies 
cast all questions of price into the 
shade. That necessity being now over, 
consumers will no longer pay war 
prices. They will hesitate, delay and 
bargain. The great productive ca- 
pacity built up to meet war demands 


will find itself partly idle and price cut- 
ting will follow. 

The second view is that prices, 
wages, money and credit all over the 
commercial world are now adjusted to 
a new plane; that the war has inter- 
fered with the production of many of 
the things commonly used in peace and 
therefore the “banked-up” demand for 
these things will now come forward in 
large volume ; that the destruction, de- 
preciation and scarcity caused by the 
war, throughout Europe especially, 
will now have to be made good. These 
combined factors are counted on to 
prevent any sharp fall in prices for a 
year or so to come at any rate. 

Which of these two views is correct? 
Or, as is frequently the case in eco- 
nomic questions, are both partly right 
and partly wrong? 


Production Changed Rather Than 
Increased 


Few persons appreciate the extent to 
which America’s participation in the 
war resulted in a shifting of production 
into new channels rather than an in- 
crease in the total. It has been widely 
assumed that the feverish activity of 
war and the general stress and strain 
to forward our war activities caused a 
considerable enlargement of total pro- 
duction. But the fact seems to be for- 
gotten that millions of our most effi- 
cient workers were withdrawn from 
industry and sent to France or into 
training camps. 

It is possible to decide this question 
with considerable definiteness by an 
examination of facts. Our bank clear- 
ings—especially the clearings outside 
New York City, where investment and 
stock market operations sometimes 
have an important influence—reflect 
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the relative changes in business with 
a fair degree of accuracy, except for 
the influence of changes in the level of 
prices. Referring to these figures, we 
find that total clearings outside New 
York for the three months ending with 
October—a period when our war activ- 
ities were at the highest—were 55% 
greater than for the corresponding 
months of the year 1916, 

This was a great increase, surely, 
and at first glance might be taken to 
mean enlarged production. But nearly 
all bank checks represent, directly or 
indirectly, payments for some sort of 
goods or merchandise. Increased bank 
clearings, therefore, may mean that 
more business has been handled at the 
same prices, or that the same business 
has been done at higher prices. 

Turning to prices, we find that, ac- 
cording to Bradstreet’s Index of all 
commodities, the general price-scale 
had risen 62% during the period above 
mentioned, or considerably more than the 
gain in bank clearings. 


Peace and War Production 


It is, therefore, extremely probable 
that the total quantity of goods pro- 
duced, as measured in pounds, bushels, 
tons, bales, etc., was no greater in war 
than in peace—probably somewhat 
less. What happened was that peace 
production was shifted into war pro- 
duction. The men in the army had 
little money to spend and no way to 
spend it. The people at home stopped 
buying some of the things they had 
previously bought—in some _ cases 
from choice, sometimes because of re- 
duced incomes, sometimes because the 
things were not to be had. We shifted 
our energies from making pianos and 
pleasure automobiles to building ships 
and guns. So far as possible, other 
workers were obtained to take the 
place of the men who had gone to war. 
But we could not raise our total pro- 
duction above the former peace basis. 

If this has, been the case in America, 
it has been doubly and triply true in 
Europe, where nearly all the men have 
been in the army and luxuries and 


oftentimes real necessities have been 
practically unobtainable. 


A Banked-up Peace Demand 


The whole world has been going 
without things it is accustomed to buy. 
Clothing, machinery and equipment 
are worn out, houses are out of repair, 
new building has been almost at a 
standstill, roadways are neglected, au- 
temobiles are worn and depreciated, 
neutral countries everywhere have 
been unable to import, a large per- 
centage of the world’s ships have been 
sunk. 

The problem, then, is not that of cut- 
ting down a war production greater 
than our normal peace production. It 
does not lie in any absence of an acute 
need for peace goods—on the contrary, 
they are needed in much greater quan- 
tities than usual.. It consists in the 
readjustment and transfer of war pro- 
duction into peace channels, and in the 
ability of the people who need peace 
goods to make their demands effective 
by acquiring the means of payment. 

We get some light by considering 
an economically independent man—a 
Robinson Crusoe, long-time favorite of 
the theoretical economists If he had 
been compelled to neglect his work, 
let his property run down, wear out 
his clothes and use up his food supply 
while fighting a tribe of savages, his 
position would be similar to that of a 
war-weary world to-day. When the 
savages were driven off he would sim- 
ply have to apply his work to making 
the things he wanted. There would 
be no question of stagnation of industry, 

Why is the world as a whole in any 
different position? Simply because a 
complicated industrial organization is 
more easily deranged than the work of 
an independent individual. If there 
were in existence some omniscient 
agency which could at once place 
every man where his work is wanted, 
we could turn to our peaceful pursuits 
as readily as Robinson Crusoe. Under 
modern conditions it takes each man 
longer to find his place after a change; 
when he finds it he may refuse to work 
because he is dissatisfied with the 
wages offered ; it takes each managing 
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producer longer to find the place where 
his goods are wanted, or he may “get 
cold feet” and stop producing because 
of doubts as to the future, and so on 
indefinitely. But the whole question 
is one of readjustment and not of lack 
of demand except as the readjustment 
interferes with demand. 

There is, therefore, a big banked-up 
demand for peace goods. Some of it 
will be rendered ineffective by inability 
to pay, but a great deal of it will be ef- 
fective as soon as transportation can 
be had. Neutral nations are generally 
prosperous and can pay for the things 
they have been unable to get during 
the war. Many individuals, even in 
Europe, are wealthy enough to be able 
to pay. And in this country our abil- 
ity to buy the things we want has not 
been seriously reduced by the war. 

In many directions, also, there will 
still be a large Government demand for 
some time to come. So far as our war 
costs continue, that will mean a con- 
tinued demand for goods, since it is 
for that purpose that the money is 
necessary. The Shipping Board has 
announced that it will carry through 
its program of ship construction. Our 
soldiers must be clothed and fed until 
they are demobilized. -Further loans 
to our allies will be chiefly, if not en- 
tirely, to enable them to make pur- 
chases here. As the war demand 
dwindles, the peace demand should 
grow. 


What Prices Will Depend On 

If prices fall, then, it will not be be- 
cause of any important shrinkage in 
the total of demand, but because de- 
mand has in some way been rendered 
ineffective. And one cause of its par- 
tial and temporary ineffectiveness will 
be the disorganization resulting from 
readjustment to peace industry. 

Another cause will be the psycho- 
logical influence of the general ex- 
pectation of lower prices by a large 
number of persons. You make your 
old overcoat do another winter because 
you think it is poor economy to buy a 
new one at the present high price. 
That is, you reduce the demand for 
overcoats because of your opinion that 


prices will come down. It has recently 
been reported that the Government 
will not buy any more railroad equip- 
ment at the present high prices—that 
is, it is trying to prevent any collapse 
of prices, but refuses to buy because it 
believes prices will fall. That is a 
good illustration of a common state of 
mind. Nobody wants prices to fall, but 
nobody wants to buy if prices are go- 
ing to fall. 

The result of this state of mind is 
that prices are pretty sure to fall until 
people make up their minds that the 
decline has gone far enough, or 
actually see that it has stopped. And 
this influence, it may be added, is far 
more important than usually recog- 
nized. All economic “laws,” if they 
are entitled to that term, work them- 
selves out through the minds of men as 
a medium, so that the psychological 
element is always introduced into their 
operation. 


Shrinkage of Credit 


A third reason for lower prices 
might be a shrinkage of credit in those 
industries which have been abnormally 
expanded by war. This does not mean 
that business failures will result, as 
they might in a similar contraction of 
credit under normal and ordinary con- 
ditions; for in some cases. the Govern- 
ment itself has furnished the credit, in 
others it has stood behind the banks 
which have furnished it, and it has 
faithfully promised war industries gen- 
erally that it will aid them in handling 
war work. There will be a wide 
liquidation of war work credits, but it 
will be accomplished without failures. 

Outside the war industries, there 
is no important expansion of credit. 
Loans on building operations, real es- 
tate, stocks and bonds, and in peace in- 
dustries generally, are lower than nor- 
mal. The financial condition of cor- 
porations is generally strong. Current 
indebtedness is large, but it is either 
covered by orders on hand or backed 
by the Government or both. 

But there is nevertheless ‘an impor- 
tant relation between prices and the 
expansion of credit and currency. A 
contraction of credit which would 
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bring high money rates would apply 
a check to industry and thus force 
lower commodity prices. So far, in- 
terest rates have been held at the 6% 
level by Government credit advances 
to essential industries and by the issue 
of Federal currency notes based on re- 
discounts, a very large part of these re- 
discounts being founded on Govern- 
ment bonds or certificates of indebted- 
ness. 

This is a question of Government 
and Federal Bank control, and I can 
only state my belief that high money 
rates will not be permitted to become a 
factor in forcing lower commodity 
prices. The whole history of war and 
government finance points to the oppo- 
site conclusion. In fact, I am inclined 
to expect somewhat easier money rates 
before long, but without any immedi- 
ate return to a period of really low 
rates. 

A factor which often accompanies 
credit expansion, and which tends toward 
lower prices when it exists, is a large 
accumulation of stocks of goods on hand. 
At present that does not exist outside 
the war industries. In general, both 
wholesalers and retailers have small 
stocks. In some cases they have been 
unable to get the goods. In others they 
have carried small stocks because of their 
doubts as to the maintenance of present 
prices. 

Many corporations have big inven- 
tories, but we must remember that these 
inventories are stated in dollars and that 
dollars have shrunk. If inventories were 
expressed in pounds, yards and bales, 
they would in most cases show no abnor- 
mal increase over prosperous times be- 
fore the war. It is only in the war in- 
dustries that inventories are swollen. 
These, of course, must be partly liqui- 
dated. 

What Prices Will Fall 

From even this rather cursory review 
of the situation, it should be clear that 
the movement of prices will be irregular. 
Such a product as sulphuric acid, for ex- 
ample, must fall in price because the 
amount of it needed in peace will be only 
a fraction of war requirements. War 
supplies generally will naturally seek 


much lower prices. Dye stuffs, potash 
and sugar may be expected to come down 
in anticipation of a renewal of European 
production. 

On the other hand, the whole world is 
short of the great essentials, food and 
plain clothing, so that not much decline in 
their prices is probable for the present. 
For some time there should be a good 
foreign demand for many raw materials, 
such as cotton, copper, lead, zinc. The 
agricultural implement business should 
prosper. Its foreign business especially 
should grow rapidly. Many other kinds 
of machinery will be wanted at home and 
abroad. There will be a demand for 
building materials, but not at too high 
prices, as this kind of work can wait for 
a time if necessary. As a result of the 
need for food, fertilizers should continue 
to command good prices. Automobiles 
will probably not hold at the scarcity 
prices of the war, but should continue to 
sell for good figures. 

While it could hardly be expected that 
the price of steel will remain at its pres- 
ent level, the steel companies ought to 
do a good business at somewhat lower 
prices, with a well sustained demand, be- 
cause of the many lines in which the need 
for steel has had to remain unsatisfied 
while crowded out by war work. Sub- 
stantially the same may be said of cop- 
per, with the addition that the export de- 
mand should be relatively larger than for 
steel. 

The Wage Outlook 


The economic factors influencing wages 
will be very much the same as those af- 
fecting prices, but the situation is differ- 
ent because of the growing power of the 
unions. The riveter who has been making 
$100 a week will soon make less. In gen- 
eral the fancy prices that have been paid 
for certain kinds of skilled labor under 
the pressure of war necessity will have 
to come down, unions or no unions. 

In many lines it may be possible to 
maintain wages at or near their present 
level. After the Civil War wages kept 
on going up while prices went down. 
This was due to the rapid increase in the 
use of machinery, which enabled each 
workman to turn out a great deal more of 
his product in the same time. That fac- 
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tor still continues, although its effect is 
now not so great, because just after the 
Civil War machine production on a large 
scale was a comparatively new thing in 
many industries. 

Whether the increase in industrial effi- 
ciency as a result of better machinery, 
improved organization and better shop 
methods in any industry will be sufficient 
to permit the maintenance of present 
wages with somewhat lower prices for 
the product, is a question which only time 
can answer. But the tendency will be in 
that direction, for labor, considered as a 
whole, nearly always gets the lion’s share 
of the results of such improvements be- 
fore the lapse of more than a few years. 
Each man’s share in the increase may be 
small, but the aggregate is large. 

In industries where a considerable fall 
of prices must be dealt with, the logic of 
the situation may compel lower wages; 
for while the unions are apt to be arbi- 
trary in their stand, they are not unlikely 
to be amenable to reason where the alter- 


native lies in closing the shop. 


Conclusion . 


I believe, then, that there will be an 
early fall in prices of many classes of 
goods, so that the average of the general 
price level will be considerably reduced. 
Nevertheless, this will be quite different 
from what is usually known as a general 
decline in prices, because in many lines 
prices will be well maintained, while in 
others the fall may be sharp. 

Thereafter it is probable that there will 
be a slow and gradual decline in the price 
level as a whole extending over a long 
period, but not severe enough to have any 
perceptible effect on industrial activity. 

As to our getting back to before-the- 
war prices, it is unlikely that they will 
ever be restored. The whole world is on 
a new price basis. We have learned to 
make the same gold base support a much 
larger volume of currency in safety, so 
that scarcity of money is not likely to 
force us back to a low range of prices. 
Humanity dislikes falling prices, with the 
depressing effects which always accom- 
pany them, and a return to the old basis 
does not seem probable. 


WHEN PRICES DROP 


B. M. Anderson, Jr., of the National 
Bank of Commerce, in a discussion of post- 
war economic policies under the caption, 
“When Prices Drop,” maintains that a free 
gold market is one of the primary essen- 
ials of world rehabilitation. Mr. Ander- 
son foresees a drop both in commodity 
prices and wages, and holds that the 
continuance of active business will depend 
upon the policies which Governments, 
banking, and business pursue to further 
the rapid repair of the wastes of war and 
the restoration of normal _ conditions 
throughout the world. 

“This continuance of our business ac- 
tivity,” Mr. Anderson says, “can be con- 
fidently counted upon only if we avoid the 
mistakes into which war excitements and 
their distortions of judgment may lead us. 

“The belief that there will be a drastic 
drop in prices is based on obvious condi- 
tions. ith a vast volume of labor rapidly 
being discharged from munition factories 
the world over to resume the production 
of normal supplies; with steel, copper, coal, 
shipping and other essentials released; with 
50,000, soldiers returning to farms and 
factories there willbe an immense increase 
in the volume of goods available for civilian 
consumption. Prices should fall, even be- 


fore this actual transformation is carried 
far, because wholesale markets commonly 
forecast impending changes.” 

“Above all there must be no scramble 
for gold after the war,” Mr. Anderson said. 
“Phe rest of the world must know that as 
it needs gold and is willing to paw for it, 
it can get it from us. e must have a 
free ane market and must put no legal 
obstacles in the way of free flow of gold. 
If bankers all over the world should be- 
come frightened as to the prospects of gold, 
they would restrict credits, and a real crisis 
would come. There is plenty of gold to 
finance the after-the-war reconstruction if 
it is intelligently used. There is no danger 
that the United States will be short of gold 
after the war. With our huge gold ac- 
cumulation, and with the heavy interest 
payments due us from the outside world, 
the prospect is rather that we will have 
more gold than it is economical for us tw 
keep. Our Federal Reserve System more- 
over, should enable us to get along in the 
reconstruction period with comfort with 
even less gold than we had before the war.” 

The writer holds that as the United States 
is the main source of loanable capital, this 
country must “continue to tighten its belt 
and must continue to lend and invest.” 





Leading Opinions 


About Financial, Investment, Banking and Business Conditions 





“At Pinnacle of 
High Prices”—A. B. Hepburn 
In an article on the “Cancellation of 

Government Contracts,” A. Barton Hep- 
burn, chairman of the Advisory Board of 
the Chase National Bank of this city, 
points out that the Government should at 
once provide the necessary machinery for 
fairly and speedily adjusting all claims 
as soon as it cancels any of the war con- 
tracts. 


Our Government has many contracts at the 
present time with very many corporations, in- 
volving hundreds of millions of dollars and 
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embracing all lines of goods needful in sup- 
porting an army and navy and the various 
activities incident to the prosecution of the 
war. In anticipation of peace, the Government 
wisely reserved the right to cancel contracts 
by making certain compensatory adjustments, 
by paying money to offset the unavoidable 
losses which must result from the sudden stop- 
ping of the Government's activities, leaving 
concerns without customers and in possession 
of large amounts of goods, not perhaps avail- 
able for the demands of peace. We are at 
the pinnacle of high prices. The stopping of 
these plants would. throw labor out of employ- 
ment at a time when living is the most ex- 
pensive. Unless these concerns are able to 


shift their business from a war to a peace basis 
and keep their help employed, the suffering and 
distress will be very great and widespread. If 
the delay and injustice which obtained in the 
Secor case is repeated to any extent, the whole 
community will be the losers and business gen- 
erally severely penalized. 


“Reconstruction Must 
Be Faced”—W. H. Finely 


“Reconstruction after the war is the 
biggest bugaboo in America. Instead of 
dealing with it in two-fisted, man fashion, 
business men, bankers, employers and 
men of affairs generally are trying to 
turn their backs upon it—hide their 
heads in the sand. The thing to do is to 
bring this question into the open and dis- 
cuss it. I am perfectly confident Ameri- 
can brains and American sense of justice 
and right will find an answer.” 

This is the sentiment expressed here by 
William H. Finely, president of the Chi 
cago & North Western Railway. 

“Wages may have to be readjusted. If so. 
let us face that problem openly. We'll find the 
workers as willing to discuss it fairly as we 
are. It may be that it will not be necessary t» 
disturb the wages of labor. But that is really 
one of the most minor phases of the big prob- 
lem. Yet it is the one which everybody thinks 
looms the largest. Wages are subject to the law 
of supply and demand and until that law is 
repealed we cannot consider them as the big 
element in this problem. 

“Housing, cost of living, greater comfort 
for the denizens of our cities and the people 
of our rural districts, a higher standard of liv- 
ing for Americans, is.of vastly more impor- 
tance than the question of wages—better or- 
ganization of our Federal, state and municipal 
governments so they will function properly 
for the benefit of the whole people.” 


Capital Issues Committee 
Relaxes Restrictions 
Expectations now entertained in the 
financial district are to the effect that 
there will be some relaxation within a 
short time of the restrictions that have 
been imposed upon issues of stock and 
bonds by the Capital Issues Committee in 
Washington. 
According to current understanding as indi- 
cated from Washington the requirements of 


the Treasury Department for the remainder 
of the fiscal year are likely to be heavy, pub- 
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lic finance calling for large issues of bonds and 
short term obligations. This will presumably 
necessitate continued control of the general 
conditions of issue for the same reasons, it is 
supposed, that led to the establishment of a 
lose control in the beginning. At the same 
time the necessity of arrangements for recon- 
truction is regarded as necessarily involving a 
certain amount of new financing which has 
been considered urgent for some time past, but 
1as been deferred because of the continuance 
f the war and because of the belief that only 
by keeping a strong control over the new issues 
vuuld the requirements of the Government in 
egard to loans be met. 


Outlook for 
Bond Prices 


The movement of bond prices follow- 
ing other wars also affords a basis for 
belief that higher bond prices will be seen 
after this war, says The World’s Work. 
French and British government bonds 
ire the best barometers we have of the 
bond market over a period of many years. 


At the outbreak of the Crimean War, in 
1853, French rentes dropped twenty points and 
British consols sixteen. They recovered thir- 
teen points of this loss before the war be- 
tween France, Austria and Italy started six 
years later; and they were advancing again 
from the effects of that war when the Civil 
War came in this country. After that they 
gained about ten points before Bismarck led 
France into the Franco-Prussian War. Rentes 
then dropped twenty-five points and consols 
eight. The world-wide depression of 1873 re- 
tarded their recovery, but did not stop it, and, 
in 1881, rentes were up thirty-seven points at 
87% and consols fifteen points at 103. There 
has been clearly evident a tendency to advance 
aiter every great war. It was the opening of 
the Transvaal gold fields that prevented much 
advance following the Boer War. Before the 
end of the last century 3 per cent. rentes sold 
at 105% and 2% per cent. consols at 114. The 
fifteen years of increasing gold production that 
followed was reflected before the outbreak of 
the present war, in a twenty-two point loss in 
rentes and a price forty-three points lower for 
2% per cent. consols. If bonds have the possi- 
bility of recovering not only from the present 
war decline, but from the effects of this period 
of increasing gold production, their prospects 
are indeed bright. As this war is likely to be 
the last for many years, conditions certainly 
seem propitious for a recovery from the pres- 
ent low level in bond prices. 


J. J. Mitchell for 
Government Ownership 
John J. Mitchell, president of the Illi- 
nois Trust and Savings Bank, has come 
out as a staunch advocate of government 
and municipal ownership of railroads and 
public utilities, 


“It would be an everlasting injustice,” Mr. 
Mitchell declared, “for the railroads to be 
turned back to private ownership on January 1, 
or any other date. The best thing that can 
happen to them is government ownership, 
which is a logical step from government con- 
trol. 

“As the roads now stand, they are in a 
hodge-podge condition, from a standpoint of 
private control. 

“Also, they have no credit, and nothing upon 
which to secure credit. 

“Under government control the railroads are 
being operated economically and efficiently as 
one unit. If there is any deficit it will be met 
by taxation. This would obtain also under 
government ownership. 
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“In my opinion, the railroads have grown 
too large for private ownership. To turn them 
loose to shift for themselves is the worst thing 
that could happen to them.” 


President Ripley, of Atchison, Topeka 
& Santa Fe R. R., discussing J. J. Mitch- 
ell’s government ownership recommenda- 
tion, says: 


“I think Mitchell’s statement was more of a 
diagnosis than a recommendation. I agree 
with him that government ownership is neces- 
sary under the present conditions, because the 
public would be willing to pay for the cost of 
better service than would come with private 
ownership. The service now is inferior and 
rates are high. It is the desire of the public 
to get the best kind of service for the least 
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amount of money. My objections to govern- 
ment ownership are not made from the stand- 
point of stockholders, but from the standpoint 
of citizens. I think it will mean the beginning 
of the end of our republic. It is utterly impos- 
sible for a country like ours to e rail- 
roads without politics, and politics will cer- 
tainly kill service.” 


“Government Ownership 

Suicidal”—A. B. Johnson 
Government ownership and operation 
of the new American merchant marine, 
advocated by Secretary Daniels at a din- 
ner of the Society of Naval Architects in 
Philadelphia, has been attacked by Alba 
B. Johnson, president of Baldwin Loco- 
motive Works and chairman of the di- 
rectorate of the Chamber of Commerce. 


“I cannot imagine a more suicidal policy,” 
he said in an interview. “The problem of what 
we are to do with 4,000,000 tons of American 
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shipping under construction by the Emergency 
Fleet Corporation is one of the most vital 
questions. . 

“A few nights ago Secretary Daniels laid 
down the principle of Government ownership 
and operation of the American merchant 
marine. I feel that no policy could be more 
suicidal. 

“Government ownership to-day constitutes it- 
self one of the greatest menaces to the com- 
mercial and industrial life of America, for it 
would stifle competition, destroy ambition and 
kill initiative. 

“The great issue before the whole American 
people to-day is whether we are to submit to 


eventual government ownership of everything 
—a vicious political system—or whether the 
great agencies which really made this nation 
are to be returned where they belong.” 


“Must Invest 
Abroad”—C, E. Mitchell 


In an address delivered before the 
Chamber of Commerce at Cleveland, 
Charles E. Mitchell, president of the Na- 
tional City Company, dwelt upon Amer- 
ica’s future financial relations with other 
nations. In the course of his remarks 
Mr. Mitchell said: 


“There is a growing necessity for America 
investing in ever and ever larger amounts in 
foreign countries. That movement must start 
at once if American industry is going to re- 
ceive the advantage of foreign trade—a trade 
that, at the outset at least, must take place by 
reason of the fact that foreign countries gen- 
erally will be forced to look to America to fur- 
nish raw materials for their home industrial 
development. 

“The problem as to how these credits are to 
be established is of great importance, as upon 
the solution heel wil likely depend the 
course of America and Americans in world 
thinking. 

“There are three ways in which these loans 
can be made: First, a corporation or mu- 
nicipality could borrow from its own govern- 
ment, which would be quite possible in the 
paternalistic era of to-day. The foreign gov- 
ernment could, in turn, borrow from the 
United States Government, and the latter could 
issue securities to its own people; but that 
method, to my mind, if extensively used, would 
be deplorable. Or, second, foreign govern- 
ments could sell their obligations to American 
bankers, who could distribute these foreign 
government securities throughout the United 
States. That such securities of governments 
of sound credit could be distributed among 
American investors with little difficulty, I know. 

“There is, however, one other way, the 
third—and the best way of all—by which it 
can be done. We are going to take the se- 
curities of foreign corporations and municipal- 
ities and states all the world over and dis- 
tribute them directly to investors throughout 
the United States. If the time comes when 
such bonds begin to flow here in quantity, we 
can expect that the stocks of these foreign cor- 
porations will follow and be listed on the New 
York Stock Exchange.” 


Steel Price 
Outlook Uncertain 


Speculation as to the future of steel 
prices shows a very wide range, says a 
Pittsburgh despatch to the N. Y. Times. 
At first the chief possible obstacle seemed 
to be the Sherman law, but on second 





a 


LEADING OPINIONS 


257 





thought it has been recognized by many 
that even if there were no Sherman law, 
for the Government to decree that no one 
should sell below a certain price would 
be for the Government to issue an order 
which it could rot enforce. 


The United States Steel Corporation re- 
ported 8,353,293 tons of unfilled obligations on 
the books October 31. The independent con- 
cerns have about as much more, making about 
16,000,000 gross tons altogether, a few of the 
items making up the corporation’s statement 
being in net tons. The industry’s production 
is running at the rate of 38,000,000 tons a year 
in finished rolled steel, so that the tonnage rep- 
resents almost precisely five months of pro- 
duction. 


S. T. Morgan Suggests 
Consumers’ Tax 


Samuel T. Morgan, president of the 
Virginia-Carolina Chemical Company, 
passing through New York on his way 
to Richmond, made a statement suggest- 
ing a radical readjustment of the tax bill 
now before Congress. Mr. Morgan 
would establish a consumers’ tax to meet 
Government requirements. 

“Entirely new conditions are being estab- 
lished very rapidly,” said Mr. Morgan, “and 
these make it urgently necessary that a new 
plan of taxation be immediately considered by 
Congress. Congress is now considering an ex- 
cess tax on capital and profits. This, I fear, 
will bring about a severe depression in Ameri- 
can business. In fact, it is not unlikely that 
manufacturers from one end of the country 
to the other would be paralyzed if such meas- 
ures were put into force. 

“What we require immediately is the ab- 
sorption of the hundreds of thousands of men 
who will be released from war work and mili- 
tary duty, and this can only be accomplished 
by the expansion of business. We cannot do 
this unless every possible hindrance to busi- 
ness and prosperity has been removed. 

“The method of taxation I would suggest 
would probably be called a consumer’s pur- 
chase tax. Under this plan if a man’s con- 
sumption was small he would pay but little; if 
his consumption ws large his tax would be 
proportionately heavy. It would be paid day 
by day, as purchases were made, and would 
produce large revenue without hardship. There 
is no man deserving of citizenship who would 
not be willing to make the small sacrifice—if 
sacrifice it can be called—to help support his 
Government under present conditions.” 


“Not Ready for 
Peace”—F. H. Sisson 
Francis H. Sisson, vice-president of 
the Guaranty Trust Company, in an ad- 


dress before the Essex Bankers’ Associa- 
tion, said that with peace at hand the na- 
tion finds itself as unprepared for it as 
we were for war, although other coun- 
tries caught unawares in the maelstrom 
have had forethought to get ready for the 
inevitable readjustment when hostilities 
cease. 

“There are huge private construction enter- 
prises also awaiting an opportunity to get un- 
der way. It has been estimated that at least 
$500,000,000 work of such undertakings can be 
started at once. Experts have declared that 
fully five years and as many billions of dollars 
will be needed to catch up with our general 
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building requirements. In brief, there is more 
work to be done in this country than we shall 
have labor to accomplish it if we take full 
advantage of our unequalled opportunities. 


“ie the most a Problem confronting 
‘ineéss men is that regarding the relation 
which shall be established after the war ~ 
tween the Government and industry. It will 
undoubtedly be necessary to retain a certain 
amount of control over industry until the 
eae reaesmnen. has proceeded to the 
stage where suc encies a need 

or desirable.” = — ” 
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Advantages of Short Term Convertibles 


With a List of the Principal Corporation Issues Available 
—Why Some of Them are Desirable— 
Features of Each 





By WILLIAM T. CONNORS 





HORT term bonds or notes are 

not as a rule made convertible 

into any other security of the 

company issuing them. Having 
but a limited time to run, the chances of 
the investor having an opportunity to 
exercise a conversion privilege are na- 
turally less than if they had a long ma- 
turity. Moreover, wher. they are issued 
by a strong company the convertible fea- 
ture is not usually necessary in order to 
make them attractive. Under normal 
conditions they are readily salable with- 
out any privilege of conversion into 
something else. 

But war conditidns, and the conse- 
quent scarcity of capital, have recently 
led corporations to resort to every pos- 
sible inducement in issuing new securi- 
ties. For that reason even such strong 
companies as American Telephone & 
Telegraph and the Bethlehem Steel Cor- 
poration have placed on the market note 
issues with an attractive convertible 
privilege attached to them. 

There are also a few notes of this 
character, or bonds which are approach- 
ing maturity, which have been outstand- 
ing for a longer period, and foreign gov- 
ernments, under the stress of war, have 
issued notes convertible into longer term 
bonds. This article, however, will be 
confined to American corporation issues, 
reserving the foreign notes for later dis- 
cussion. 

The table herewith gives the principal 
American issues of this kind. It will be 
noticed that the character and yield to 
maturity of these notes varies widely— 
from 5%4% for the Armour 6s to'9% 
for the Peerless Truck & Motor 6s. 
These yields depend not only on the 
credit standing of the company but also 


upon whether the convertible privilege 
may be exercised at current prices. 

For example, a note which is con- 
vertible into a stock which is now selling 
above the conversion price, will neces- 
sarily follow the price of the stock, and 
this may result in reducing the bond 
yield on the note to a lower figure than 
would be normal if the note was selling 
solely on its value as a note. That is the 
case with the Armour 6s. They are con- 
vertible into stock at 100 and the current 
price of the stock is 102%. Naturally 
they sell at about the price of the stock 
for which they are exchangable. 

f£ven though the price of the stock, in 
such instances, is still a little below the 
conversion figure, the price of the short 
term note is likely to be somewhat af- 
fected by the purchases of those who be- 
lieve that the stock will rise and are 
seeking to anticipate its advance by buy- 
ing the note while it is still available. 
American Telephone 6s and Gillette 
Razor 6s are selling higher than they 
otherwise would, in view of their short 
term, because the stocks of these com- 
panies are now so near the conversion 
figure. 

With this brief preliminary, I will 
comment on these notes individually. 

AMERICAN TELEPHONE 6s—Since this 
has seven years to run it is more properly 
a bond of short maturjty than a note—al- 
though there is no definite distinction 
commonly observed in the use of these 
two terms. The telephone company is 
so strong in assets of controlled com- 
panies that its credit is very high. Earn- 
ings have been sufficient to maintain the 
8% dividends on the stock, but the pos- 
sibility of Goverriment ownership has de- 
pressed the price, and it is also true that 
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ADVANTAGES OF SHORT TERM CONVERTIBLES 


the company’s profits have not increased 
- in proportion to the business done. 
Since the convertible privilege can- 
not be exercised until a year from next 
August, the buyer of these convertibles 
must look ahead a little, The advantage 
of buying the convertibles instead of the 
stock, in this case’as in most others, is 
that the bonds cannot decline very much 
below par, while the stock might. If 
these bonds were to decline to 95 they 
would be yielding almost 7%—and they 
would not be likely to fall below that 


been issued, but the total authorized is 
$60,000,000, to coriespond with the $60,- 
000,000 of 6% notes which were issued. 

The price of these bonds is now regu- 
lated by the price of the stock, and under 
present investment conditions seems 
likely to be, as a 7% cumulative pre- 
ferred stock of the Armour Co. is prop- 
erly entitled to sell at par or above. That 
being the case, I see little advantage in 
buying these bonds instead of the stock, 
in view of their lower yield on the in- 
vestment. 


CONVERTIBLE SHORT TERM ISSUES 
Approx. Yield to 


Due 
1925 


1922-24 


102 
102-4 
100-44 
100 


93-5 
101 
96 


Amer. Telephone 6s 
Armour 6s 

Beth. Steel 7s 

Buffalo Gen. Elec. 6s.... 
Cons. Gas of Balt. 5s.... 1921 


1922 
1923 


1919-23 
1922 


Nor. States Power 7s.... 
Otis Elevator 5s 1920 
Peerless Truck 6s 
So. Cal. Edison 6s 


Va. Caro. Chemical 6s... 


price maturity 


Convertible into: 

5.7% Stock at 106 after Aug. 1, 1920; 
current price’ 104, 

5% Pref. stock at 100; current price 
102%. 

6.9 New series “A” 6% bonds at64%% 

bond yield basis. 

Stock after Aug. 15, 1919; current 

rice 103. 
ommon stock at 100. 

Stock at 100; current price 100-101. 

Pref. at 95, current price 88; or 

common at 100, current price 64. 

Common stock at par; current 

price 54 bid. 

Common stock at par ($50); cur- 

rent price 16. 

Common stock at 91; current price 

about 80. 

Preferred stock at 110 until 1922; 

current price 111. 








unless the solvency of the company were 
threatened. On the other hand, if the 
stock advances it will carry the price of 
these bonds with it; so the bonds com- 
bine a very limited possibility of de- 
preciation with a very much greater pos- 
sibility of appreciation. And in the mean- 
time they give, even at the present price, 
a yield of 5.7%, which compares with a 
vield of 7.7% on the stock at the current 
price, 

Armour & Co. 6s—These are con- 
vertible into a new issue of 7% preferred 
stock created for the purpose of the 
conversion. The company’s earnings, 
and especially its rapid growth, have 
been such as to give these bonds and the 
preferred stock into which they are to 
be converted a high investment rating. 
Only $2,000,000 of the stock has so far 


BETHLEHEM STEEL 7s—The several 
maturities of these notes are selling 
close to par and give a good yield com- 
pared with the strong security behind 
them. The company is earning all its 
interest charges three or four times over. 

These notes are convertible into a new 
6% bond running to 1948 at a price at 
time of conversion equal toa 64% 
yield—at the present time, this would be 
about 93%. As yet none of these bonds 
are outstanding, since the yield on the 
notes is over 614% and there is there- 
fore no inducement to exchange them 
for a long term bond at that yield. If 
the notes rise in price to a 6%% basis 
of yield, some holders will doubtless 
convert into the new bonds, so that there 
will be some of ther outstanding. 

What the notes give the investor, then, 
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is a short term investment yielding 
nearly 7% with an option, at any time 
before maturity of the notes, of ex- 
change for a bond yielding 614% and 
running to 1948. It is probable that this 
option will have considerable value be- 
fore all these notes expire, but so far the 
opportunity of buying the new 6% bond 
at 93% has not appealed to the note 
holders strongly enough to induce them 
to make the conversion. 


ConsoLtipatep Gas oF BALTIMORE 5s 
—At a yield of 7%, these are a good 
short term investment. The stock is very 
inactive but could probably be bought a 
little below par. Its dividend rate was 
raised to 8% in 1917, having risen by 
easy stages from 4% in 1910. Earnings 
have averaged around 13% since 1912 
and are quite uniform. The preferred 
stock has been recently retired and the 
company’s prospects are good. The con- 
vertible privilege seems likely to have 
considerable value before the notes ma- 
ture, as a high grade stock of this class 
ought to sell above par after the war 
demand for capital subsides. 


Gittetre SaFety Razor 6s—These 
are now following the price of the stock, 
which is a trifle above par and pays 8% 
dividends. Some of the company’s pat- 
ents expire in about three years, but 
minor patents and a well established 
market are counted on to maintain the 
company’s business. Buying the notes is 
preferable to buying the stock, vecause 
of this patent situation and the lively 
competition in the safety razor field. A 
profit through an advance in the price of 
the stock is entirely possible. 


NorTHERN States Power 7s—A note 
which combines a high yield with ap- 
parent safety, but the convertible privi- 
lege is not immediately attractive. The 
preferred, into which the notes may be 
converted at 95, is now selling at about 
88 and paying 7% dividends but the 
dividends are being earned by a narrow 
margin. On the other hand, this is a 
growing company, with its income mostly 
derived from the electric department, so 
that the preferred might easily sell at 
par before the notes expire—and in the 
mean time the investor is getting a high 


yield from the notes, so they are a fair 
bargain. 

Peertess Truck & Motor 6s—Since 
this bond runs until 1925, the develop- 
ment of the truck business might give 
the conversion some value in spite of the 
fact that the present price of the stock 
is about 16 against a conversion price 
of 50. This is a long chance. But in 
the meantime the bond is well secured in 
proportion to its unusually high yield of 
9%, for the company has no other bonds 
outstanding and the interest charges 
were earned 4 times in 1917, 6 times in 
1916, and 10 times in 1915. A gradual 
fall of profits in spite of a steady increase 
in gross business is the cause of the low 
price of the bond, but this has been most- 
ly due to the war. The bond is of course 
to be rated as speculative but no reason 
is apparent why the company should not 
have good prospects for better earnings 
in peace. 

SOUTHERN CALIFORNIA Epison 6s— 
Company distributes electricity in South- 
ern California and the adjacent San 
Joaquin valley. Los Angeles and Pasa- 
dena, the principal cities served, are tak- 
ing steps to purchase the company’s dis- 
tributing system, the company to act as 
wholesaler and to receive a price based 
on its cost of production. Owing largely 
to this situation, the stock, paying 7% 
dividends, is selling relatively low, on an 
834% income basis, and the value of the 
conversion privilege is problematical. 
The notes themselves are well secured by 
the company’s large general assets. 


VirGINIA-CAROLINA CHEMICAL 6s— 
As will be seen from the table, the price 
of these bonds is based directly on the 
conversion privilege, as the present price 
of the stock is just above the conversion 
figure. The preferred stock itself is in 
such an exceedingly strong position that 
there is little object in buying the notes. 
The preferred stock has paid 8% divi- 
dends since 1896 and they have generally 
been earned at least twice over—in 1918 
more than 5 times over—and the com- 
pany has excellent prospects. At 111 the 
stock yields an income of 7.2% on the 
investment and is a good bargain. 





Bonds of Reading and Norfolk & Western 


Their High Standing—The Various Issues Analyzed and 
Compared 





By GEO. S. 


HAMMOND 





UITE typical of the transporta- 
tion end of the two branches of 
the coal industry, the anthra- 
cite and the bituminous, are 

the Philadelphia & Reading Railway, 
and the Norfolk & Western Railway, 
respectively. 

The parent of the former, the Read- 
ing Company, has tremendous fuel pro- 
duction interests as well. It is thus 
small wonder that both companies have 
recently been carrying traffic and roll- 
ing up earnings on a scale hitherto un- 
approached. Their securities, already 
on a high investment plane, have add- 
ed to the strength of their position 
through the extraordinary demand for 
a product which is alike the base upon 
which almost all industry operates, and 
the foundation of their own existence 
as important systems. 

If we take only the figures showing 
the direct part played by coal in the 
reports of these companies, we find 
that the Philadelphia & Reading Rail- 


way derives over 40% of its operating. 


revenues from such ‘traffic, while the 
other chief subsidiary of the Reading 
Company, the Philadelphia & Reading 
Coal & Iron Company, is entirely a coal 
concern, all but about 2% of its produc- 
tion being anthracite. The cortrolled 
Central Railroad of New Jersey is also 
directly, and through its interest in the 
Lehigh & Wilkesbarre Coal Company, 
linked closely with the anthracite in- 
dustry in much the same way that the 
Reading Company itself is. ; 
The Norfolk & Western, on the 
other hand, is concerned with coal al- 
most exclusively as a carrier, and 
about 80% of the tonnage carried is of 
that commodity. While the company 
controls the Pocahontas Coal & Coke 
Company, it does not operate the 
mines itself, but leases them and re- 
ceives little if any revenue therefrom. 
The fact that both of these roads are 


coalers deserves emphasis, for while 
the increase in traffic of the past two 
years has been so great as to make a 
good sized recession entirely possible, 
it is ordinarily true that they have, as a 
class, the most stable earning power 
of any single commodity carriers. The 
sickening thud with which the traffic 
of a granger or a cotton road falls 
away in the event of a crop failure is 
not found in the case of a coal road. 
Industry may be slack, and the indus- 
trial consumption of fuel may decline, 
but houses, stores, and offices must be 
heated and lighted, and public utilities 
must be supplied, much the same 
whether business is good or bad. The 
export of American coal is a steadily 
growing factor, with a record of 31,- 
000,000 tons in 1917. 
Protection by Earnings 

The protection afforded the bonds 
by the earning power of the two prop- 
erties is shown in the accompanying 
graph. With fixed charges covered by 
a much larger relative margin of 
safety, Norfolk & Western would ap- 
pear to be entitled to the better credit. 
As a matter of fact, the Reading stands 
upon an equally high plane, and it is 
difficult to find a company which, upon 
a similar statistical showing, ap- 
proached it in excellence of credit. A 
partial cause for this is that the profits 
applicable to dividends on the Central 
of New Jersey stock are not all dis- 
tributed in the shape of dividends, nor 
are the earnings of its chief subsidiary, 
the Lehigh & Wilkesbarre Coal Co. 

For instance, in 1917 the Coal & Iron 
Company included in its operating ex- 
penses $1,505,507 for improvements at 
collieries, and $4,100,573 for “all other 
expenses.” The Reading Company puts 
in its fixed charges the amount ap- 
propriated for the sinking fund of the 
General Mortgage, and the Railway de- 
ducts various amounts for additions 
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and betterments, the 1917 figure of $3,- 
785,381 being exceptionally large. 
, Reading Bonds 


The most important bonds of the 
System, and one of the largest railroad 





& WESTERN. 
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issues in the country, is the Joint Gen- 
eral 4% Mortgage, due 1997, of the 
Reading Company, and of the Phila- 
delphia & Reading Coal & Iron Com- 
pany, which is outstanding to the 
amount of $97,721,000. It covers an 
unusually broad collection of valuable 
property. To tell of its lien in detail 
would cover several pages. Suffice it 
to say that the bonds are a first lien on 


the greater part of the equipment, and 
a collateral lien on nearly all of its 
treasury assets, aggregating pledges of 
$112,226,711 in par. value and including 
the Railway’s stocks and bonds, and 
the Coal & Iron Company’s stock. 
There are several other items of se- 
curity for the bonds. The current price 
is about 89, to yield 4.50%. Except for 
an investment of the utmost conserv- 
atism, the bonds are not attractive be- 
cause of their very low yield. The 
range in price shown in the graph may 
be regarded almost entirely as an index 
of interest rates, as the bond stands 
too high to be affected by fluctuations 
in earnings. 

There is one other bond besides the 
General 4s of fairly broad investment 
interest—the Jersey Central Collateral 
4s, due 1951—now quoted about 88, 
yielding 4.75%. As a general rule, 
bonds secured by stock collateral do 
not have the standing of a direct 
mortgage security, but this case is 
clearly an exception. The issue 
amounts to $23,000,000 and the security 
consists of $14,500,000 Central Rail- 


- road of New Jersey stock, and about 


$2,000,000 of other stocks. As the 
Jersey Central affords the Reading 
System its access to New York City, 
and as the stock earns from 19.4% to 
26% annually, with market value for 
the nearly $13,000,000 outstanding 
minority stock of from $200 to $400 
per share, it is not to be wondered that 
the security is regarded as adequate. 
Norfolk & Western Bonds 

The Norfolk & Western is truly a 
very remarkable property, and, more- 
over, presents statements which are re- 
freshingly frank to one who has been 
ferreting the exact truth, or rather 
trying to, out of the Reading maze. 
The growth of the company has been 
far out of the ordinary. Between 1909 
and 1917 it more than doubled its op- 
erating revenues, and its total income, 
and trebled its net income. The com- 
parative figures are striking: 


1917 1909 


. Operating revenues . $65,910,242 


Total income 23,182,056 


4,235,919 
$18,946,137 





Net income 
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As offsets to the modest funded debt 
of $90,511,500, we find, to cite only the 
principal items, a net working capital 
of $9,617,279, investments in Liberty 
Bonds, short municipals, equipment 
notes of other roads, etc., of $16,852,- 
021, and investments in road and 
equipment of $257,413,920. The debt 
las been reduced through the conversion 
into stock of a large amount of bonds, 
ind through serial payments of equip- 
ment notes. With large balances after 
lividends accumulating year after year, 
the equity for the bonds has grown 
markedly and is now so great as to 
make them rank, as a whole, at the 
top of the railroad securities scale. 

The income of the Norfolk & West- 
ern under Government control prob- 
ably will not vary greatly from the 
standard return, which works out 
about as follows: 


Net operating income 
Other income 


Bond interest and corporate ex- 


Net income 
Charges earned, times 


This leaves nothing to be desired in 
the way of safety. 

The $40,387,500 Consolidated 4s, due 
1996, cover nearly the whole road, and, 
as shown in the graph, fluctuate quite 
evenly with the Reading General 4s; 
that is to say, solely with interest rates. 
\t the present writing they happen to 
be about a point and a half lower than 
the Reading issue. By the time this 
article reaches its readers, the dif- 
ference may be the other way, but at 
any time that Norfolk & Western 
Consolidated 4s, as good a bond as 
could be desired, are a point and a 
half or two points lower, there is an 
excellent opportunity for an exchange. 


The big junior bond of the company 
is the Divisional Lien and General 4% 
Mortgage, due 1994, of which there 
are $23,000,000 outstanding. In addi- 
tion to covering 227 miles by first lien, 
they are secured, subject to: the Con- 
solidated 4s, upon all property under 


that mortgage. Including prior liens, 
the per mile rate is $44,359. At 81, 
the yield is about 5.00%. The security 
is so thoroughly sound that they make 
a more desirable investment, with their 
higher return, than the Consolidated 
4s. They are unusually steady in price, 
moving within a range of 85% to 92% 
from 1913 to 1916 inclusive. 

The other five mortgage bonds of 
the company are all comparatively 
small in amount. The old General 6s 
of 1931, of which there are $7,256,000 
outstanding, top the list in importance. 
Secured by first mortgage on 428 miles 
of road, mostly valuable main line, at 
the low rate of $17,000 per mile, they 
seldom come into the market and ordi- 
narily command prices of from 115 to 
120. They are now 109 bid, with none 
offered, and are well worth the bid 
price, though a bond at a premium sel- 
dom appreciates as much as one at a 
discount, but of equal quality. 


Of similar character are the Scioto 
Valley & New England First 4s of 
1989, secured by first lien on 127 miles, 
almost entirely double tracked, of the 
main line running into Columbus. The 
amount is $5,000,000, making.a per 
mile rate of $39,228. The price is about 
80, yielding 5%, but it would probably 
prove a difficult task to pick up more 
than a few bonds at this figure. 


Note: Since the foregoing article 
was written, it has been announced 
that stockholders would be given the 
right to subscribe at 100 to 12%4.% of 
their holdings in Ten Year Converti- 
ble 6% Gold Bonds dated September 1, 
1919. If fully taken, these bonds will 
amount to nearly $18,000,000. As they 
are attractive both as straight obliga- 
tions of the Norfolk & Western yield- 
ing 6%, and as an issue offering the 
privilege of conversion into a stock 
which sold at 147% in 1916, it seems 
assured that they will be very well re- 
ceived. Investors, other than stock- 
holders, who wish to acquire the new 
issue must either buy the rights or pur- 
chase the bonds in the open market at 
a figure which is very likely to exceed 
the issue price. In fact, the initial quo- 
tation on the Curb was 104%4-106. 
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Limited Liability of the Stockholder—Sharing in the Profits 
—Elementary Details of Stock Ownership 





By GEORGE E. BARRETT 





The connecting link between the in- 
dividual and the corporation is the 
partnership, in which two or more men 
join their resources in carrying out 
an entetprise. The status of a partner- 
ship, in the eyes of the law, is such 
that each partner is responsible to the 
limit of his entire resources for the risk 
involved in. the business. A partner 
with a small interest in the business 
would naturally not receive so large a 
part of the profits as the partner with 
a large interest in the partnership, but, 
nevertheless, a failure brought about 
by the mistakes of any partner would 
have to be borne by all the partners. . 


Limited Liability of Stockholders 


The corporation made it possible to 
take an interest in a business enter- 
prise with a limitation of risk propor- 
tionate to the amount of capital in- 
vested. If the corporation failed, the 
money put in might be entirely lost, 
but the other personal resources of the 
investor would not be endangered. 
Stock of a corporation represents a 
part ownership in a business some- 
what similar to an interest in a part- 
nership with the added advantage of 
limited liability. 

Just what this liability is varies with 
the laws of the different states, but in 
most it is limited by the par value of 
the stock, and since most stock is is- 
sued as “fully paid” it practically 
means that a stockholder by sharing 
in a business can lose what money he 
has put in, but no more. One general 
exception to this is bank stock, which 
carries a double liability, the stock- 
holder being liable for twice the par 
value of his shares in the event of 
bankruptcy. 


A Share of Stock 


The stock is divided into shares, the 
ownership of a share of stock repre- 
senting ownership of a certain propor- 
tion of the corporation. The owner- 
ship of a hundred shares of stock in a 
corporation with a capital of ten thou- 
sand shares represents the ownership 
of one per cent., or a hundredth part 
of the business. 

For many years it was the practice 
of corporations to issue shares of stock 
having a “par” value, usually of one 
hundred dollars per share. A corpora- 
tion with ten thousand shares of capi- 
tal stock of one hundred dollars par 
value per share would be said to have 
a capitalization of one million dollars. 
In the majority of cases the par value 
of stock is $100 per share, as this figure 
is most readily translated into percent- 
ages. There are many exceptions, 
however, such as Pennsylvania Rail- 
road capital stock with a par value of 
$50, and Willys-Overland common 
stock, par $25. There is also a large 
class of low-priced stocks, principally 
mining and oil company shares, with 
a nominal value of $1. Many corpora- 
tions, therefore, in recent years have 
abandoned the use of a nominal par 
value, and the stock is issued as hav- 
ing no par value. The par value of 
a share has no relation to the actual 
value of the stock. 

Knowing the number of shares of 
stock outstanding, it is a simple matter 
to figure what percentage or part of 
the corporation you purchase when 
you buy one or more shares. By find- 
ing the total value of the assets of the 
corporation above a!l of its liabilities 
and securities having a prior claim you 


(264) 





HOW TO INVEST 


265 





arrive at the “book” or “asset value” 
of the stock, 

The stockholders share in the profits 
of the company’s business in so far as 
they are divided by the Board of Di- 
rectors whom they have elected. This 
Board has the power to declare divi- 
dends, that is to make a distribution 
of profits to the stockholders, usually 
in the form of dollars per sharé of a 
per cent. of the par value of the stock. 
For instance, the present dividend rate 
on Willys-Overlarid common stock is 
1% quarterly, or 4% per year, but this 
is only $1 per share per year, as the 
par value of the stock is $25. The 
Kennecott Copper Corporation has 
outstanding 2,787,028 shares of stock 


without par value, which is receiving - 


dividends at the annual rate of $4 per 
share. 


Non-Cash Dividends 


Dividends are not always paid in 
cash. There have been recent in- 
stances of corporations distributing 
securities held, such as Liberty Bonds, 
to their stockholders. Occasionally 
when cash is not easy to obtain and 
interest rates are high, companies pay 
dividends in scrip, or interest bearing 
notes. A corporation may also pay 
“stock dividends,” a distribution of ad- 
ditional stock to its shareholders. It 
may offer its stockholders the right to 
subscribe for new stock at a figure be- 
low the market price. These rights 
may then be either sold or exercised. 
It is not an easy matter to calculate 
their exact value, and they are fre- 
quently the subject of speculation. 

The shareholders ordinarily have a 
voice im the management of the com- 
pany proportionate to their holdings, 
each share representing one vote. In 
some cases stock is divided into differ- 
ent classes having different voting 
power. In others the right of voting 
is relinquished by depositing the stock 
in what is called a “voting trust.” In 
purchasing such a stock one receives a 
certificate representing an equivalent 
number of shares so deposited. The 
voting trustees in such cases have en- 
tire control under an agreement usu- 


ally given a definite date of termina- 
tion. 

The stockholder usually has the 
right to examine the books of the com- 
pany. He may attend the general 
meetings, and exercise his voting 
power or delegate it to others by 
proxy. The management is in the 
hands of a board of directors, who are 
elected by the stockholders, and fre- 
quently are themselves large stock- 
holders. Practically, the owner of a 
small amount of stock seldom takes 
any active interest in the management 
of his corporation, and merely receives 
from the president an annual report 
covering the operations of the com- 
pany as submitted at the annual meet- 
ing. 

If all the stock is of one class it is 
called capital stock. In the majority 
of corporations, however, stock is di- 
vided into two classes, known as pre- 
ferred and common. 

Preferred Stock 

A preferred stock is given priority 
over the common stock of a corpora- 
tion in the assets in the case of disso- 
lution. That is to say, if the corpora- 
tion should go out of business volun- 
tarily or be forced to do so by law, 
the holders of the preferred stock 
would be entitled to the par value of 
their shares upon the distribution of 
the assets before the common stock- 
holders would receive anything. It is 
also some times stipulated that in case 
of dissolution preferred ° stockholders 
are entitled to more than par for each 
share before the common stockholders 
can realize. 

Likewise, the preferred stockholder 
is entitled to an annul payment out of 
the earnings at a fixed rate prior to 
the payment of anything upon the 
common stock. This payment is, of 
course, dividends, or a share in profits 
voluntarily distributed, and not inter- 
est, which the corporation is obliged 


to ony; 
tocks having both the preceding 
provisions are spoken of as preferred 
both as to assets and dividends. 
Preferred stocks usually contain a 
provision whereby the omission of a 
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payment of a dividend in any one year 
results in the accumulation of the right 
of the preferred stockholder to this 
dividend, so that while dividends may 
be temporarily discontinued no further 
dividends can be paid upon the com- 
mon stock until the accumulated divi- 
dends on the preferred stock have been 
paid in full. The omission of the pay- 
ment of a dividend does not give stock- 
holders any right of legal action 
against the company. 

Preferred stocks may have a further 
provision whereby in case the earnings 
are sufficient the corporation is re- 
quired to use certain sums each year 
in addition to dividends to purchase 
or retire the issue. Setting aside a 
fixed sum at certain intervals for the 
purpose of retiring an issue is called 
creating a sinking fund. 

Sometimes the preferred stockhold- 
ers are given the right to participate 
with the common stockholders in any 
dividends which may be paid on the 
common stock in excess of a certain 
figure. Southern California Edison 5% 
cumulative preferred stock is, for ex- 
ample, now receiving 7% dividends, 
as the common stock is also receiving 
dividends at that rate. Preferred stock- 
holders may or may not have the right 
to vote. Frequently provision is made 
that they shall have the right to vote 
only in case of the non-payment of 
dividends on the stock for a certain 
period. Many additional provisions 
have been developed to protect the 
modern preferred stock, such as fixing 
the proportion of assets which must 
be maintained in relation to the pre- 
ferred stock, etc. 


Classes of Preferreds 


There may be more than one class 
of preferred stock, as first preferred 
and second preferred, where the first 
preferred is entitled to dividends at a 
fixed rate, before any dividends may 
be paid on the second preferred, and 
so on. The Bethlehem Stcel Corpora- 
tion has two classes of preferred stock, 
an 8% cumulative convertible issue 
and a 7% non-cumulative issue. 


A conversion privilege means that 
the issue may be exchanged, usually 
between certain dates, into another 
security, which may offer speculative 
possibilities. The 8% Bethlehem Steel 
preferred stock is convertible into 
Class B common stock at 115. The 
holder can thus obtain one share of the 
latter for a share of the preferred stock 
plus $15. Besides having the additional 
safety of the preferred issue, he has 
also the possibility of speculative profit 
through an increase in the price of the 
common stock. 


Callable Stock 


Preferred stock is also often “call- 
able” at a certain price, usually from 
105 to 120% of “par.” In case it is 
desired to retire the issue, however, 
the company can trequently buy its 
own preferred stock in the open mar- 
ket. It often happens that a “call” 
feature proves to be profitable to the 
investor in preferred stock, if there is 
a sinking fund to retire the stock. 

Most of these provisions attaching 
to a preferred stock are designed to 
make it more attractive and hence 
more readily saleable. Industrial pre- 
ferred stocks are the principal ones 
containing such provisions. To coun- 
terbalance somewhat uncertain earn- 
ing power and particularly where the 
securities of a new company are being 
sold, provisions are often made to give 
the preferred stocks a speculative fea- 
ture. 


In spite of the various provisions 
surrounding stock issues, there is little 
that is likely to prove confusing to 
the investor if he takes the trouble to 
investigate. Further details regarding 
stocks are explained in Chapter 6— 
How to Read a Circular. 


Upon purchasipg stock one receives 
a certificate bearing his name upon the 
face. The name and address of the 
owner is recorded on the books of the 
company and any dividends are sent 
to him by check. 


(To be continued) 





BOND BUYER’S GUIDE 
A Classification of Listed Bonds 
Arranged by F. C. Van Wicklan 





HE following table includes most of the active bonds listed on the New York Stock 
Exchange. An endeavor has been made to arrange these bonds in the order of 
their desirability as investments, based upon a combination of two factors, namely, 
security of principal and income return. 

In many cases it is difficult to determine whether a certain bond should be rated 
above or below another, and in this respect the investor who has uppermost in mind security 
of principal will no doubt differ as to classification, with one who is concerned primarily 
with the amount of income received from the investment, and vice versa. The arrangement 
below, however, attempts to balance these two factors. This table appears in every third 
issue of the magazine. A star (*) indicates that $100 bonds are available. 


FOREIGN GOVERNMENT BONDS 
Approximate Yield about 
price Nov.29 percent. 


French Govt. 534s, April, 1919 
French Cities 6s, Nov., 1919 
*Paris 6s, Oct. 15, 1921 
Mg o-French 5s, Oct. 15, 1920 
Gt. Brit. & I. 544s, Nov., 1919 
. 54s, Nov. 1921 


Dom. Canada 5s, April, 193 
*Jap. 2nd Ser. German Sipd. 4¥4s, 1925 (par value $974) ... 


RAILROAD BONDS LEGAL FOR NEW YORK STATE SAVINGS BANKS 
First Grade 
*So Pacific Ref. 4s, 1955 85 
Lou. & Nash. Unified 4s, 1940 
C. Burl. & Q., Ill. 3%s, 1949 
Pennsylvania Gen. 434s, 1965 
At. Coast Line Cons. 4s, 1952 
*Union Pacific Ist 4s, 1947 
N. Y. Cent. Ist 344s, 1997 
Lake Shore Ist 334s, 1997 
C. & North West. Gen. 4s, 1987 
Nor. Pac. 1. 4s, 1997 
*Norf. & West. Cons. 4s, 1996 
*Atch., T. & S. Fe Gen. 4s, 1995 
C., Burl. & Q. Gen. 4s, 19 


A 55 

S. S. Marie Cons. 4s, 1938 
*Balt. & Ohio Ist 4s, 1948 
*Balt. & Ohio p. 1. 344s, 1925 
C. M. & St. Paul Gen. 4%s, 1989 
Del. & Hudson Ref. 4s, 1943 
*Nor. Pacific Gen. 3s, 2047 
Gt. Northern 4%s, 1961 


Second Grade: 
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RAILROAD BONDS NOT LEGAL FOR NEW YORK SAVINGS BANKS 


First Grade: 
C. Burl. & Q. Joint 4s, 1921 6.20 
Lehigh Valley 6s, 1928 . 5.70 
Union Pacific Conv. 4s, 1927 
Lake Shore Deb. 4s, 1928 
Oregon Sh. Line Ref. 4s, 1929 
At. Coast L., L. & N. Coll. 4s, 1952 
Col. & So. ist 4s, 1929 
Wabash Ist 5s, 1939 
Southern Ry. Cons. 5s, 1995 
Seaboard A. L. ist 4s, 1950 
*Virginian Ry. 1st 5s, 1962 
*Cent. Pac. Ref. 4s, 1949 
Union Pacific 6s, 1928 
Kans. City Term. Ist 4s, 1960 .. - 
N. Y. Cent., L. S. Coll. 3%4s, 1998 
C. Rock I. & Pac. Gen. 4s, 1988 


Second Grade: 
*St. L-San Fran. p. 1. 4s, 1950 
*Den. & R. Grande Cons. 4s, 1936 
Mo. Pac. Ref. 5s, 1923 
Ches. & Ohio Conv. 4%s, 1930 
Ches. & Ohio Conv. 5s, 1946 
*So. Pac. Conv. 4s, 1929 
*So. Pac. Conv. 5s, 1934 
C. Rock I. & Pac. Ref. 4s, 1934 
*Col. & So. Ref. 454s, 1935 
Kans. C. So. Ref. 5s, 1950 
*N. Y. Cent. Conv. 6s, 1935 
*Pere Marquette 5s, 1956 
C. M. & St. Paul 4s, 1925 
Mo. Pac. Gen. 4s, 1975 
Erie Cons. 4s, 1996 
C. C. C. & St. Louis Gen. 4s, 1993 
St. L. So. West Ist 4s, 1989 
*Erie Gen. 4s, 1996 
Southern Ry. Dev. 4s, 1956 
*Erie Conv. 4s, “D,” 1953 
Chic. Gt. West. Ist 4s, 1959 
West. Md. ist 4s, 1952 


PDH MOMania genom nin 
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INDUSTRIAL BONDS 
*Central Leather ist 5s, 1925 
Western Electric ist 5s, 1922 
*Lackawanna Steel Conv. 5s, 1950 
*Beth. Steel Ref. 5s, 1942 
*Midvale Steel 5s, 1936 
Armour & Co. R. E. 4%s, 1939 
National Tube ist 5s, 1952 
Rep. I. & Steel 5s, 1940 
Indiana Steel ist 5s, 1952 
Am. Smelt. & Ref. Ist 5s, 1947 
Am. Agri. Chem. Conv. 5s, 1924 
U. S. Steel S. F. 5s, 1963 
Wilson Co. 
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Investment Inquiries 





(All inquiries should be accompanied by a self-addressed, stamped envelope to 
receive attention.) 


LAKE COPPER 


Good Prospects After Possible Assessment 


Lake Copper, which has a par value of 
$25, is now selling at around the lowest 
levels it has touched in two years, and 
present price compares with $18 high in 
1917, and between 5 and 9 this year. How- 
ever, the shares are only fully paid to the 
extent of $5 and is still subject to assess- 
ments. The company is still in the develop- 
ment stage, but it owns an attractive acre- 
age adjoining the holdings of St. Marys 
Mineral Lands. The management is ex- 
perienced and the mine although small is 
a very promising one. It is possible that 
the management is contemplating a further 
assessment, but this will have the effect of 
placing the company in a stronger financial 
position. Against a surplus of about $78,- 
000 in 1916 and $107,000 in 1917, the opera- 
tions of 1918 showed a deficit of about $30,- 
000. This was due in part to the lower cop- 
per price fixed by the Government, and 
higher wages. 

We believe however, that the worst has 
been seen in the situation for some time, 
and that the company will come through 
successfully in the long run. The danger 
is that the company might make an assess- 
ment of about $5 a share and anyone who 
holds or purchases this stock would have to 
be prepared to pay this assessment. If you 
hold the shares at~considerably higher 
prices, it might be better to purchase a few 
more at present levels and be prepared to 
pay the assessment if necessary. 


WESTINGHOUSE AIRBRAKE 


A Long-Pull Prospect—Southern Pacific 
Preferable 

Westinghouse Airbrake sold at 158 in 
1917, and in 1916 did not sell lower than 
133, with a high of 167%. In the previous 
years, the average price was between 120 
and 140. It would not surprise us to see 
better prices prevail in the future in a stock 
of this type; but the company has been war 
prosperous and in fact showed a deficit last 
year, after paying liberal dividends amount- 
ing to over $9,000,000. At current low lev- 
els, the shares are adjusting themselves to 
a peace basis. 

If you can assume the risk involved, it 
might be better to hold these shares for a 
little while longer in the hope that you will 
have a better opportunity to liquidate to 
better advantage when the present decline 
in the market is over. If you have had 
these shares for a long time, the stock 
would not show you a loss considering the 
dividends, extras, etc., that you have re- 
ceived. If this is a recent purchase, how- 


ever, the shares are still in a vulnerable po- 
sition, and a further decline is not unlikely. 
We believe that a stock like Southern 
Pacific, which is now selling at a low level, 
is more attractive for permanent invest- 
ment, and it might be desirable to switch 
your holdings into the latter. On the sub- 
ject of Southern Pacific, you have undoubt- 
edly read the articles which have appeared 
in THe MAGAZINE oF WALL STREET, and you 
know our view with regard to this stock. 


BOOTH FISHERIES — PACKING 
STOCKS 


Fair Prospects for Fisheries—Packers’ 
Bond Issues Favorable 

Booth Fisheries preferred has paid its 
7% dividend without a break since 1912, 
and earned its dividend about 8 times in 
1917, about 4% in 1916, and about 1% times 
in 1915. For a period of 7% years to Dec. 
30, 1917, the company earned an average of 
about $25 per year available for the pfd. 
stock which shows that the preferred div- 
idend is protected by a very satisfactory 
margin. Looking over the operations of 
the company, we should say that the long- 
range future is bright and that the company 
is a growing one. The large increase in 
operating income since the end of 1915 
might be due in part to the larger demand 
for the company’s product, due to war con- 
ditions, but, on the other hand, it has ex- 
tended of and is now handling new 
lines to advantage, which at this writing 
might continue to show good earnings in 
the future. 

We could only suggest that if on a 
future occasion you care to sell 50 shares 
of your stock, you could re-invest the pro- 
ceeds in Willys-Overland pfd., also a 7% 
cumulative issue selling around 86. This 
is a motor company with a bright future and 
this pfd. stock is one of the soundest and 
cheapest on the list. 

Armour & Co., Swift & Co., also Wilson 
& Co. have bright prospects and although 
the earnings of these companies might de- 
cline somewhat, under peace conditions, on 
the other hand, the cost of wages, materials, 
etc., will also fall and with the expected 
expansion of foreign business, in the case of 
Swift & Co., current earnings should be 
maintained and eventually even larger 
earnings should be shown over a period of 
time. 

At the moment, we favor the bond and 
note issues of these latter companies. All 
of these have attractive bonds or debentures 
outstanding selling at a price to yield be- 
tween 64% to 7%. We favor these bonds 
in preference to the stocks ‘at the present 
time. 
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“PLAYING THE GAME” 


Methods of Success 


Regarding the firm you name, we regret 
to report that this concern is not in the 
class that we care to recommend, and in 
fact, we hesitate to express our opinion re- 
garding it. 

With reference to the book called “Play- 
ing the Game,” we have studied this treatise 
very carefully, from cover to cover. The 
theories expressed in many words are noth- 
ing else than a demonstration of the Par- 
tial Payment Plan, a plan which is so well 
known and used by thousands of investors 
throughout the country. In the case of the 
Partial Payment Plan, the method is a very 
good one, encouraging thrift and enabling 
the investor of moderate means to acquire 
seasoned investments while saving. How- 
ever, it is essential to choose a very re- 
liable firm of brokers in accumulating 
stocks under the Partial Payment Plan, as 
the plan contemplates the delivery of se- 
curities at some future date. Since an in- 
vestor is necessarily compelled to take a 
long look ahead, obviously, the strongest 
firms should be selected. We refer you to 
the Advertising pages of THe MAGAZINE oF 
Watt Street, and would say that our ad- 
vertisers are very carefully selected and we 
would entrust any of them with our own 
funds. 

If you wish to “play the game” and to 
play it permanently, we earnestly suggest 
that you take care to choose a very re- 
liable broker. We have implicit confidence 
in our advertisers because we know them to 
be reliable. So far as the plan is con- 
cerned, THE MAGAZINE oF Watt Street heart- 
ily indorses it as an excellent method for 
the investment of surplus funds. 


LEHIGH VALLEY—GENERAL CIGARS 


Lehigh a Purchase on Declines—General 
Cigar Earnings Steady 

Lehigh Valley’s annual compensation 
from the Government for the use of its 
railroad property under Federal control has 
been fixed at $11,321,233 about $300,000 
more than the average net railroad operat- 
ing income of the three test years. 

To this compensation will be added close 
to $4.000.000 income on stocks and bonds 
owned, if they yield what they did in 1917. 
War taxes may be estimated at $300,000 on 
the basis of last year’s assessment, al- 
though this is subject to correction when 
the rates of taxation for 1918 have been de- 
termined by Congress. Interest charges and 
rentals of leased roads, allowing for full 
annual interest on the $15,000,000 6% col- 
lateral trust bonds issued in September, will 
amount to app1oximately $7,000,000 a year. 
The balance of a little more than $8,000,000 
is equivalent to 13.2% on the $60,608,000 
stock. If you already hold the stock, we 
believe that it is a safe investment. How- 


ever, we do not see any speculative induce- 
ment for purchasing it in preference to 
Union Pacific, Southern Pacific or Northern 
Pacific. In the latter case it is best to ac- 
cumulate on “dips.” 

Although we have not been enthusiastic 
about Ohio Cities Gas for strict investment, 
we believe that purchases at this time will 
prove profitable. We see no reason to alter 
our view upon the investment qualities of 
this stock and we are not yet confident that 
the dividend is a fixture. We suggest that 
you look over the article in the July 6th 
issue of the Magazine analyzing the com- 
pany. 

If you really depend upon dividends, we 
would not suggest Ohio Cities Gas but 
prefer Pierce -Arrow, selling around 40-42, 
and paying 5%. 

General Cigars has already had an ad- 
vance from a low of 30 last year and of 34 
this year. At 44, the income return is about 
9%. The company is not, however, earning 
its dividend by a wide margin, although 
during this year, which has been a very 
prosperous one for the company, dividend 
has been earned by about the largest mar- 
gin in the company’s history. The average 
earnings for ten years on the common stock 
has been about 6%%, which is not a very 
wide margin. Last year the earnings for 
the common stock were 5.48%. However. 
the company has had a long dividend record 
and if you hold the shares, we believe that 
you are incurring no great risk in continu- 
ing to do so. The company is a growing 
one, and we believe that any shares pur- 
chased on special weakness, and held in- 
definitely would prove a profitable invest- 
ment in the long run. It is noteworthy 
that the company has paid its preferred 
dividend for nearly ten years without a 
break. This is an excellent record. 


PITTSBURGH & WEST VIRGINIA 
Coal Earnings Large 

Pittsburgh & West Virginia has been 
showing earnings reported at around $10 a 
share recently, derived principally out of its 
coal properties. The earnings from its rail- 
way property were about $1,000,000 net and 
the earnings of coal operations were about 


This is clearly the result of war opera- 


tions. It cannot be denied that there are 
large equities behind the common stock. 
as the total bonded indebtedness of sub- 
sidiary companies is less than $6,000,000. 
followed by $9,100,000 of preferred stock 
and $30,500,000 of common stock. 

All this replaces the old issues of well 
over $50,000,000 of bonds and $10,000,000 of 
stocks. On the other hand, the shares have 
had a big advance from around 18%, the 
low of last year, to an_ average level of 
around 28 this year. You have a large 
profit on your purchase and it is as well 
not to endeavor to get last dollar out of 
a speculative investment. 
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We believe it will be some time before 
there will be another boom in the re- 
organized railroads and we would feel dis- 
posed to take profits in a transaction of 
his kind. If you sell your shares, we sug- 
gest the reinvestment of your funds in Rock 
Island and Mo. Pac. com. stock on de- 
clines. These shares have not had all 
the advance they are entitled to, in our 
judgment, and are more in the nature 
»f peace stocks than Pitts. & West Virginia. 


“BIG FOUR” 


Prospects Good But Mop, K. S. U. etc., 
Preferable 


Chicago, Cleveland, Cinn. and St. Louis 
ilthough showing earnings of 10% in 1917 
ind 16%% in 1916 only earned 6.15% in 
1915, nothing in 1914 and 1913, and only 
1% in 1912 and about 24% in 1911. The 
stock has not paid a dividend since 1910, 
and the current high price about discounts 
the improvement in earnings during the 
past few years. A railroad stock sells uigh 
upon a basis of consistent earnings and 
dividends rather than upon the showing 
for two years. We would consider Mis- 
souri Pacific and Rock Island common, 
also Kansas City Southern and Southern 
Railway common, more attractive since 
they are selling at a lower level and show 
a more consistent earniny power in normal 
times. There is no likelihood of a dividend 
being paid on “Big Four” under Govern- 
ment control, although it is making an ex- 
cellent showing at this time. The shares 
have already advanced from around 28—30 
this year and in the event of a severe de- 
cline only we would regard these shares 
as attractive for a loag pull. We, however, 
prefer the others for permanent holding. 


MEXICAN RAILWAYS 
Accurate Information Impossible 


No dividends are being paid on Mexican 
railways Ist pfd or 2nd pfd, and even inter- 
est payments due in 1915, 1916, and 1917 
as well as the sinking funds for the second 
debentures in 1915 and 1916 were authorized 
to be suspended. In January 1917, interest 
payments were deferred until July 3, 1919 
on the 6% debentures and October 3, 1919 
on the 4%% debentures. Conditions in 
Mexico have been so chaotic that it is im- 
possible to arrive at any definite oninion 
on any of its railroad securities at this time. 
However, this stock’s improvement is 
looked for in the future and we may be 
able to report more favorably at some fut- 
ure time as soon as particulars arrive from 
Mexico City. At present, it is impossible 
to get any authentic information. 


AMERICAN INTERNATIONAL 
A Semi-Investment 


American International was fully ana- 
lyzed in the June 8th issue of Tae MacaziIne 


oF Watt Street, and we suggest that you 
look over your file since you appear to be 
interested and desire full particulars. Ameri- 
can International is essentially a business 
man’s long range semi-investment (not a 
conservative investment). As such, it has 
excellent possibilities. As only $60 has so 
far been paid in on each share of $100 par 
value, it may be assumed that the powerful 
financial interests back of the concern will 
find it desirable to take care of the market 
for the stock. Its management, through- 
out, is of the highest capability, and we 
recommend that you hold your stock, tak- 
ing full advantage of any possible severe 
decline to average your holdings. Ameri- 
can Int. is a “peace stock” and will, as we 
have pointed out above, reach its fullest 
development after the war. If you do not 
already hold the stock, we can suggest a 
purchase upon the above basis, but be pre- 
nared for further declines. 


WABASH PFD “A” 
Prospects Very Good 


Wabash Pfd “A” directors in deferring 
the 4% dividend did this pending the out- 
come of negotiations between the railroads 
and Government fixing rental compensa- 
tion, and granting permission to pay divi- 
dends. The pfd. “A” (non cumulative) is 
a profit sharing issue jointly with the com- 
mon stock and entitled under normal con- 
ditions to a 5% dividend. The “A” stock 
showed earnings of around $12 in 1916, $9 
in 1917, and the Government’s guarantee 
of rental is about $5, based upon the aver- 
age earnings for three years to June, 1917. 
In spite of the fact that an additional $20,- 
000,000 would be added to the present pfd. 
“A” stock, if all the “B” stock is con- 
verted, we do not believe that it alters the 
dividend position so very materially. 

The shares are a good semi-investment 
at any price between 35 and 40. The divi- 
dend (1% quarterly) is still deferred, but 
it is the patient holder who ignores pes- 
simism (when pessimism becomes the gen- 
eral rule) who eventually receives the larg- 
est reward for his courage. 


AMERICAN BEET SUGAR 
Earnings Decrease 


American Beet Sugar has been under per- 
sistent liquidation during the past two 
months, and the indications are for lower 
prices. The stock certainly acts as if it 
is discounting the reduction of its dividend, 
and in this connection it should be re- 
membered that the dividend record of the 
common stock between 1900 and 1915 was 
very irregular. The company paid no divi- 
dend between 1899 and 1910, and in 1911 
paid 14%, 5% in 1912, nothing in 1913, 1914 
and 1915, and 6% in 1916. The average earn- 
ings between 1909 and 1918 were only 9%% 
on the common stock which certainly does 
not look like a persistent 8% dividend payer. 
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It is possible that the shares have read- 
justed themselves to a lower dividend and 
a reduced earning power, and that a rally 
is due. 

We do not however, expect to see the 
shares sell much above 60 during the next 
few months. We believe the dividend will 
be reduced or passed entirely, as the com- 
pany has been affected by the beet sugar 
crop shortage prices fixed by the Admin- 
istration and much higher working costs. 
Foreign entrance into the beet sugar indus- 
try is also a serious factor. Actual earn- 
ings are only published once a year, but we 
judge that this year will show a very heavy 
shrinkage. 


CENTRAL PETROLEUM 
Excellent Prospects—Guaranteed Returns 


Central Petroleum was incorporated in 
1913 and took over the capital stock of 
about 12 different oil companies. Two- 
thirds of the common stock of the company 
stands in the name of the Texas Company. 
Central Petroleum pfd. pays dividends at 
the rate of 5% per annum and these are 
qepseatnn’ by the Texas Company until 
923. The dividends are payable semi- 
annually on April Ist and October Ist in 
om ed gen No dividend can 
e paid on the common stock until i 
30th, 1923 ee 
. The position of the company can be 
judged by the fact that its total income for 
the last fiscal year was $1,262,942 and the 
balance available for surplus and dividend 
amounted to $750,448. The dividend paid 
amounted to $505,058 leaving a surplus of 
$245,390. _Apart from the fact that the 
company is earning its dividend by a good 
margin, the guarantee of the Texas Com- 
pany makes this issue very strong, and we 
regard the pfd. shares as a good business 
man's investment. The shares are selling 
around 62-63 and although they are not 
listed on any exchange, have a good market 
over the counter.” 


WESTERN MARYLAND 
Just Out of Reorganization 


Western Maryland has been able to re- 
port nothing but deficits during 1914, 1915- 
1916 and in 1917 reported a small surplus 
of $1,500,000. The preferred stock is not an 
income-producing security, and is in fact a 


very long way removed from. dividends. 
The last dividend paid on the preferred 
stocks was in 1910. The company was re- 
organized in 1917 and as a result the earn- 
ings showed an improvement by reason of 
the reduction in capital. 

If you are a holder of the stock, and if 
you are prepared to await the outcome al- 
most indefinitely, we believe the result 
would be to your advantage. We do not, 


however, see any inducement for purchas- 
ing the shares at this time. 

Davis Coal & Coke Co. is a very old estab- 
lished coal concern with lands in West Vir- 
ginia and Maryland, owns 31 mines with an 
output of 2,500 tons of coal, etc. The com- 
pany also acquired the Monongahela Coal 
Land Company, an important producer. 
Neither the capital outstanding nor the earn- 
ings are reported but we believe that if you 
are a stockholder you could get this infor- 
mation by applying to the general office at 
Continental Bidg., Baltimore, Md. We re- 
gret that we cannot express a better opinion 
in the absence of data, but if you hold the 
stock and desire a further line upon it, per- 
haps we could assist you by securing these 
details from the company. As a _ stock- 
holder you should have no great difficulty 
in persuading the president to tell you 
something about the company. He is not 
obliged to give us any details. 


NEW YORK CENTRAL 
Investment Rating 


New York Central’s relatively small 
stock issue in comparison with its funded 
debt and its leasehold obligations make the 
earnings applicable to the payment of div- 
idends show freakish irregularities. The 
company has $249,849,360 stock outstand- 
ing against $711,885,086 funded debt. This 
financial structure makes the stock some- 
what speculative, and causes such fluctua- 
tions in the percentage earned as 3.75 in 
1914, 18.29 in 1916, 10.25 in 1917, and noth- 
ing after allowing for interest charges etc., 
for the first eight months in 1918. It may 
be added that under the Federal plan of 
control, New York Central is guaranteed 
12% during the period of control. When 
the roads are returned to private owner- 
ship, the company will again have to “pad- 
dle its own canoe.” From the figures shown, 
it is evident that the government guarantee 
is needed. 

The territory served by the company is 
thickly populated and its terminal points, 
New York and Chicago, are points of con- 
centration of the heaviest traffic of the 
country. It would seem that additional 
traffic in this territory can only be secured 
by a disproportionate expenditure to the 
profits to be secured. The company’s 
growth is likely to be costly. 

In reviewing its financial structure, the 
fluctuating character of its earnings, its 
probable future and its records during the 
period of greatest test under war condi- 
tions, we cannot give the company’s stock 
the highest of investment rating. It has, at 
times, some attractive profit-making possi- 
bilities. At its present level, it is not with- 
out attraction. 
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Southern Pacific’s Solid Foundations 


Tremendous Growth in Traffic and Earning Power— 
Operates in Rapidly Growing Territory 
—Stock Equities 





By MEREDITH C. LAFFEY 





HE middle of October witnessed 

a sudden revival of interest in 

the so-called peace stocks as 

a result of the rapidly improv- 

ing military situation and the appar- 

ent near approach of the end of the 
war. 

In this market activity, particular 
attention was devoted to the previous- 
ly very sluggish rails. So we find that 
from a low point of 63.29 for the week 
ended October 19th, the average quo- 
tation of twenty-five railroad stocks 
advanced to a high point of 67.82 in the 
week following—a gross advance of 
4.53 points. 

TABLE I—COMPARATIVE INCREASE 
IN EARNINGS 
All Western 


Railroads 
$1,019,670,079 








13.4 
1916 1,396,099,765 
Gain over 1906. 36.8% 


In the same period Southern Pacific 
rose from a low price of 89% to 105%, 
or 15% points—equivalent to more 
than three times the average gross rise 
of the twenty-five stocks and the 
greatest appreciation: shown by any 
railroad stock listed on the New York 
Stock Exchange. Southern Pacific 
had never sold so high subsequent to 
1913, which is a very significant state- 
ment if one will but stop to think of 
the broad gap between the prices es- 
tablished by the general run of prime 
railroad stocks in the Fall of 1916 and 
in January, 1917, and their present 
comparatively low estate. 

The question naturally arises in the 
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mind of the investor: “What is back 
of this exceptional market strength?” 
He wishes to know if it is justified by 
present conditions and by future pros- 
pects. To answer his query intelli- 
gently we must take into account the 
following principal factors, which will 
be considered in order: 


1. Southern Pacific System’s posi- 
tion as a transportation agency ; 
which is, of course, the solid 
foundation upon which its se- 
curities rest and the basic, if 
not the most spectacular, con- 
sideration. 


. Southern Pacific’s investment 
in its Mexican lines and the 
prospects therefor. 

. Southern Pacific’s outside in- 
terests, its land holdings—par- 
ticularly its California oil lands 
and what they may mean to 
the company’s future. 


Growth of Traffic 


In studying the Southern Pacific’s 
statistics, one is imediately impressed 
by the tremendous growth of traffic 
and earning power. The annual re- 
port for 1917 with its review of the 
company’s progress since 1886 is well 
worth a careful reading in this connec- 
tion. In the earlier year the operating 
revenues were $31,797,882 against 
$193,971,490 in 1917, a gain of 510%. 
The gross income gained about pro- 
portionately ; from $13,223,935 to $74,- 
836,623, or 466%. This growth started 
in earnest in 1898 and has since main- 
tained a very even rate, barring the 
decline in 1914 and 1915 and the sub- 
sequent advances which have outdis- 
tanced the normal rate of progress, the 
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1917 figures being established about 
three years earlier than they probably 
would have been without the war’s 
special impetus. 

The fundamental reasons for the 
Company’s progress as a carrier are its 
wonderful route, its physical expansion 
to meet the needs of traffic, its cap- 
able, aggressive management, its fos- 
tering of good will through its atti- 
tude on rate questions, and the big de- 
velopment taking place in the South- 
west and on the Pacific Coast. 

In the first place, the System is, in a 
sense, a complete transcontinental line 
(the only such in the United States) 
by virtue of its steamship routes from 
New York to Galveston and to New 
Orleans, whence the rail lines reach a 
large section of Louisiana, practically 


has been proceeding more rapidly than 
that of the country as a whole may be 
gleaned from the Census figures, some 
of which are unfortunately not very 
recent, but which suffice to show some 
significant facts. For instance, let us 
take the growth of population, shown 
in Table II. 

Every state, with the sole exception 
of Louisiana, showed an increase in the 
value of farm property in excess of the 
national average. The same tendency 
is found in manufactures, Oregon and 
Nevada alone failing by narrow mar- 
gins to be included. In mineral pro- 
duction the superiority of the rate of 
gain in the West and Southwest is 
even more apparent. 

The war -brought in its train an 
enormous gain in traffic. The keen de- 








TABLE II—GROWTH OF POPULATION 


1910 
204,354 
2,377,549 
1,656,388 
81,875 
327,301 
672,765 
3,896,542 
373,351 


9,590,125 
37.4% 
21.3% 


10,974,027 
14.2% 
9.2% 








every important center in Texas, clip 
a corner off New Mexico, cross sou- 
thern Arizona, honeycomb the entire 
Pacific Coast as far up as Portland and 
then, over the controlled Central 
Pacific, continue from San Francisco 
across Nevada to Ogden, Utah, form- 
ing the western part of a second trans- 
continental which is completed by the 
Union Pacific. . 

There are 11,164 miles of rail line in 
all, a system big enough for the main 
stems of three complete transconti- 
nentals with a big Eastern trunk line 
left over. Through a great part of its 
route the company operates without 
competition. 

Development of Territory 


That the development of the terri- 
tory along the Southern Pacific’s lines 


mand and high prices for cotton, food- 
stuffs, copper, lumber, cattle, and oil, 
and the movement and supply of troops 
combined to make Southern Pacific 
prosperous as never before. The fol- 
lowing figures show the rate of gain: 
Gross 

Operating 

Revenues 

$129,865,675 

152,694,228 

163,427,423 60,338,687 

193,971,490 78,941,224 


*Calendar year. + Year to June 30. 


Big as the 1917 advance is, the ac- 
companying graph, taken from the an- 
nual report, with the addition of a 
straight line to indicate approximately 
normal rate of gain, shows that it rep- 
resents in part a natural recovery from 


Net Revenues 


$42,110,833 
55,250,570 
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the slump of 1914-15 and that by the 
expiration of government control (not 
to exceed twenty-one months after the 
end of the war) which can scarcely 
occur more than a few months prior to 
the end of 1920, traffic should be well 
up to the 1917 level without any special 
stimulus, notwithstanding the abnor- 
mal character of the 1917 results in 
their time. 
Costs of Operation 

Gross operating revenues were equal 

to $18,566 per mile. With traffic at 


sistently getting a good slice out of 
every dollar taken in, for utilization in 
the payment of interest and dividends 
and for additions and betterments. 

This accomplishment means that the 
road has been kept in the very pink of 
condition and that its operation is of 
the highest quality. The absence of a 
fatal accident to a passenger for a 
number of years is eloquent testimony 
of the smoothness of its functioning 
and of the care with which track and 
equipment are maintained. These are 











SO.PACIFIC OPERATING STATISTICS 
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Average Train Load 


a 











that density, part of the line may have 
been worked about up to capacity, but 
the branch lines, with their lighter 
density, have ability to carry a still 
further enlarged business with little or 
no capital expenditures. 

Costs of operation run at a fairly 
constant gait and have been entirely 
satisfactory for many years. The 
transportation ratio, or the percentage 
of operating revenues consumed in the 
direct cost of moving traffic, did not 
advance markedly under the difficult 
conditions of 1917, and the total operat- 
ing expenses have never gone above 
a 67.62% ratio in the past few years. 
The significance of this is, of course, 
that the Southern Pacific has been con- 


some of the concrete items which in- 
dicate the growth of the System and 
of its traffic over a ten year period: 


1907 1917 
9,704 
1,759 
1,707 
43,757 


Miles of road operated. . 

Locomotives 

Passenger cars 

Freight cars 

Operating revenue per 
mile 


The comparatively small addition to 
mileage and the big gain in density of 
traffic indicates that the road is grad- 
ually coming near to the end of large 
extensive development, and is well 
into the work of intensive develop- 
ment. 

In short, the Southern Pacific is a 
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superb property, fully developed up to 
the demands of traffic offered, and able 
to handle its business with maximum 
efficiency. No clearer demonstration 
of its ability to take care of peak 
loads could be found than its 1917 
transportation ratio which was just 
2% above that of the year ended June 
30, 1916, generally a very favorable 
year as regards operating costs. 


Rapid Growth of Equity for Stock 


The capitalization has remained 
practically stationary since 1914, and 


The policy of plowing in earnings 
has been in vogue during the entire 
thirty years of the company’s existence 
and during that period only 46 cents 
of each dollar of profits has gone out in 
dividends, the balance being used in 
building up an equity for the stock, 
which is remarkable enough as indi- 
cated by the summarized balance sheet 
figures shown in Table V, but which is 
actually far greater. 

Hidden equities are plainly not the 
only kind which Seuthern Pacific has. 
There is every prospect that they will 


TABLE III—INCREASE IN WEALTH 
Value of Farm Property Value of Manufactured Goods 
Inc. Over I 

1900 


1910 


2,218,645,164 
150,795,201 
40,991,449,090 


1909 


150.5% $48,305,675 
102.7% 

51.7% 
110.6% 
196.6% 
205.8% 
130.5% 
100.6% 
100.5% 


231, 059,361 
56,234,329 
16,341,116,634 


Value of Products of Mines, Quarries, etc. 


West South Central States 
Pacific States 
United States 


1909 








as the annual surpluses since that date 
have been large, the stock equity has 
grown rapidly. With surplus earn- 








TABLE IV—OPERATING RESULTS 
Revenue 
Train 
Load 
Tons 
382 
389 
405 
403 
466 
497 
547 


* Calendar years; others to June 30th. 


Ratios 
Total 
Transportation Operating 








ings taking care of additions and bet- 
terments, the return on the property 
investment need only remain constant 
to insure a steadily increasing amount 
available for interest and dividends on 
an unchanging capital. 


be added to under government con- 
trol. We may take the following as a 
rough estimate of what the income 
during this period will be: 

Net ——— 


year averag 
Other i iecount ¢* of 1917) 


income 


Total income 
Corporate expenses 
taxes 


Balance for stock (12.3%) 
Dividends (6%) 


$16,960,600 


Here we have an indicated surplus 
over dividends of 6.30% on the stock. 
If the duration of government control 
is three years, presumably somewhere 
in the neighborhood of $18 more will 
be added to the asset value of the 
stock. This would produce, if invested 
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in property or in securities in such a 
way as to bring in 6% return, a perma- 








TABLE V—ASSET VALUES 
Transportation property 
Sinking funds 
Miscellaneous physical property 30,778,341 
Investments in affiliated com- 


panies 
Other investments 
Deferred and unadjusted assets 108,811,502 


$1,685,075,159 
Funded debt, current liabilities 
GU, tho cas ov detent $1,382,264,737 


$302,810,422 
. 51,874,598 


Excess of assets 
Accrued depreciation 


Surplus, $92 per share of 
stock 

Book value of stock, per 
s 


$250,935,824 








nent addition of about 1% earning 
power for the stock. 
Earning Power 

The maximum and minimum earning 
power for a long period is represented 
by the income accounts in Table VI, 
which are stated somewhat differently 
from those of the company, in order to 
make them clearer for comparative 
purposes. 

In 1914-15 business was prostrate. 
The cotton situation, always a vital 
factor in the South and Southwest, 
was very bad as a result of the shutting 
off of shipments abroad. Traffic in al- 
most every commodity fell off from 
the already low level of the previous 
year. Live stock movement declined 
markedly, and the decline in building 
construction caused a slump in lumber, 
brick, cement, and similar shipments. 
Merchandise and miscellaneous com- 
modities, which are naturally bought 
in proportion to the prosperity of a 
section, fell below the 1913 and 1914 
tonnages. 

So we are justified, I think, in re- 
garding 7.20% as the smallest earning 
power the stock would be likely to 
show evep under the most adverse 
conditions. Since that year, however, 
about $73,500,000 of undistributed 
profits have accumulated. If that sur- 
plus were so invested as to bring in 6% 
annually, it would earn about $4,400,- 


000, or equivalent to 1.6% on the stock. 
A conclusion of this kind is, of course, 
purely theoretical, but it seems a fair 
assumption that additions to assets will 
at any rate bring a considerably great- 
er earning power. 








SO. PACIFIC. 
RANGE OF STOCK PRICES. 


Millions of Dollors 








t Yeors ended June 30. * Years ended Dec 31. wv 








If we were to take the 7.20% earned 
in 1914-15, add to it this 1.6%, and also 
the 1% which we previously reckoned 
as the possible return on the surplus to 
be accumulated between January 1, 
1918, and December 31, 1920 (the sup- 
posed period of government control), 
we should obtain 9.8% as the minimum 
earning power in 1921 under conditions 
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relatively as bad as those of 1914-15. 
Under favorable conditions, but with- 
out any gain from sources outside of 
transportation, we should, on the above 


1918 has been rather behind the nor- 
mal rate in 1917, as it has amounted to 
but 21.5% of operating revenues 
against a usual average of 26.1%. The 


TABLE VI—INCOME ACCOUNTS 


Operating revenues 


Net operating revenue 


PE ES Src co ae eta eescacentet 6 echenaeé 


Operating income 
Net from outside operations 
Other income 


Total Income 
Fixed charges 


Net income 
Dividends 


Earned on stock 


Years ended 
June 30, 1915 Dec. 31, 1917 
$193,971,489 
120,601,823 


$73,369,666 
13,862,414 
$59,507,252 
5,571,558 
10,778,033 


$75,865,844 
27,705,524 


$48,151,320 
16,369,400 


$31,781,920 
17.65% 


$42,111,833 
6,422,219 


$53,481,178 


$19,630,595 
16,360,984 


$3,269,611 
7.20% 








basis, arrive at earnings for the stock 
of around 18% in 1921. 

We found that the earnings of 1917 
were greatly in excess of those of pre- 
ceding years, yet not much beyond the 
normal rate of progress since 1898. 
Furthermore, they were not estab- 
lished through a great spurt in any 
particular commodity, the traffic gains 
extending through every one of the 
general classifications of commodities. 


difference of 4.6% is equivalent to 
around $9,000,000. 

After making allowances for all ad- 
justments to normalize the 1917 state- 
ment, including elimination of war 
taxes, I estimate the Southern Pacific’s 
earning power for the year at about 
16%. Let us say then that the im- 
mediate post-war earning power, so 
far as we have considered the proper- 








TABLE VII—EARNINGS AND PRICES 


Earned on Stock 


Average 
Market value to earnings, times 


There should be, therefore, little if any 
decline from these profits after the 
war, barring real depression; the first 
seven months of 1918, for example, 
having already outstripped the cor- 
responding period of 1917 by $13,000,- 
000. 


1918 Maintenance 
It may be said that maintenance in 


Quotations 
High Low 
126% 104% 
115% 103% 


ty, which means the transportation 
lines and the outside interests as at 
present developed, will run somewhere 
between 9.8% and 18%, with a con- 
servative average somewhere around 
13%, which is amply sufficient to jus- 
tify the payment of 7% or 8% in place 
of the 6% rate which has been in force 
since 1907. 
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Price of the Stock 


It will help, in order to estimate 
what this means in market value, to 
glance at the earnings which were 
shown for a few years prior to the war 
and the market values interpreted 
therefrom, as shown in Table VII. 

To carry out this data to its con- 
clusion, we may suppose that after the 
war Southern Pacific will sell in a sim- 
ilar relation to earning power. 

This would mean a market value for 
the stock, on profits averaging 13%, 
of between 139 and 169, with an aver- 
age of around 154. The higher figure, 
it will be observed, is still well under 


after taxes of roughly one-third in 
August, 1918, notwithstanding very 
much heavier maintenance expendi- 
ture. The attention focused upon the 
whole railroad problem of late cannot 
but have brought about a more en- 
lightened public conception of the vital 
necessity of keeping the transportation 
machine in healthy condition. The In- 
terstate Commerce Commission may 
have been impressed by the crisis 
which arose partly as a result of a re- 
strictive rate policy. Under govern- 
ment control, state commissions have 
been thoroughly subordinated, and 
their ability to tangle up rates and op- 
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the book value. Conjectural though 
the basis for this conclusion is, it is 
only in the light of past tendencies that 
we can analyze future prospects, and I 
think the conclusion that Southern 
Pacific will reach 150, with the return 
of normal conditions and a moderate 
rate of gain in traffic, is not unjustified. 

The effect which a shifting relation- 
ship between rates and expenses (in 
other words the operating ratio) would 
have, has been passed over, as no 
definite conclusions can be reached on 
this point. There are some indications, 
however, that it will not be unfavor- 
able. For instance, the rates now in 
effect resulted in an increase in net 


erating practice may never be revived. 
This is of particular importance with 
reference to the Southwest, where rail- 
road and corporation baiting has been 
notorious. 

The Railroad Administration, having 
put into effect a rate schedule assuring 
a fair return on the railway investment 
of the country while the roads are un- 
der government control, could scarcely 
return them to their owners with rates 
so modified as to bring about injustice, 
without opening itself to severe criti- 
cism. The same statement applies to 
subsequent action by the Interstate 
Commerce Commission, which will pre- 
sumably resume full jurisdiction. 





Intimate Talks to Investors 
Why Did You Buy Those Bonds? 





By RICHARD 


D. WYCKOFF 





OU write us that you hold, 

among your other securities, 

some bonds that worry you. 

You do not say what you paid, 
so we cannot judge whether it is the 
shrinkage in price, the character of the 
house that sold them, or the nature of 
the security itself. But this is a good 
time for us to ask you, and for you to 
as yourself: Why did you buy those 
bonds? 

We do not imply any criticism in 
putting this question to you. Even an 
investor with almost infallible judg- 
ment would be unable to foresee all 
the changes that might occur after he 
had reached his decision. Our aim is 
ask yourself: Why did you buy those 
bonds? 

Why Did You Buy? 

First of all did you buy those bonds 
on your own judgment or that of 
others? If you selected them yourself, 
are you sure that you were qualified to 
do so? How long have you studied 
securities? It takes years to master 
the subject, and if you are only partly 
experienced you made a mistake in de- 
pending upon yourself rather than on 
some one better able to weigh all the 
features affecting the value of your 
securities. 

If you bought them on your banker’s 
advice, what kind of a banker was he? 
Was he a member of the Investment 
Bankers Association or just some one 
who had his shingle out? , 

Did he select these bonds for you 
from the bond list of the New York 
Stock Exchange, or were they from 
his own list? 

Or perhaps you put yourself into the 
hands of unscrupulous brokers who, 
while advertising in an apparently le- 
gitimate way, are merely using these 
methods to disguise their attempts to 
foist worthless securities on you and 
others. This shows the importance of 
establishing, beyond a doubt, the char- 
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acter of the house to which you. look 
for guidance. 

Investment houses may be judged 
by their past records. There are 
houses which have scarcely ever had 
a default in either interest or principal 
among the many bond issues they have 
offered. Some of these are whole- 
salers and do not deal with the public, 
but this will illustrate the standard 
which every high class investment 
banker strives to attain. The nearer 
your banker comes to this desired 
qualification the safer your ‘ invest- 
ments will be if made on his advice. 

Buying at the Right Time 

It may be that in making this worri- 
some investment you did not do it at 
the right time. Bonds and other invest 
ments with fixed interest have thei: 
greatest fluctuations in response to the 
money rate. Perhaps the decline in 
your bond is due to this cause rather 
than to any deterioration in security 
ot earning power. If so, this will be 
corrected when the Government com- 
pletes its financing and money rates 
fall to a more normal level. An antici- 
patory movement of this kind has been 
under way for some weeks past in the 
bond market. 

Whatever the reasons behind your 
uneasiness over these bonds, be sure 
to profit by the experience. If the 
fault is your own, take immediate steps 
to avoid such difficulties in future. 
Until you have trained your judgment 
to a high state of accuracy do not at- 
tempt to make any further selections 
of investment securities. Get the most 
expert advice instead. But employ 
your spare time in a deep study of the 
subject, so that you will be in a posi- 
tion to check up the suggestions that 
are made to you, and what is more 
important, so that you will eventually 
be able to depend absolutely on your 
own sound judgment. 











IMPORTANT FORTH COMING FINANCIAL EVENTS 





2 
Dec. 7 XG 
Prohibition State Transportation hearing in 
U. S. Supreme Court. 
Dec. 9 
American Can dividend meeting. 
Great Northern dividend meeting. 
Investment Bankers’ Association Convention 
in St. Louis. 
Dec. 10 
General Motors annual meeting. 
Tobacco Products special meeting. 
Dec. 11 
Monthly Government grain report. 
New York Central dividend meeting. 
United Fruit annual meeting. 
Western Union dividend meeting. 
Dec. 12 
Cotton report by Government. 
C. B. & Q. annual meeting. 
Dec. 14 
British elections called. 


Dec. 16 
Chicago & Alton postponed annual meeting. 
Grain report by Government as to condition 
and prospects for Winter wheat. 
Texas Co. annual meeting. 
Dec. 18 


Reading dividend meeting. 


Dec. 19 
Distillers Securities dividend meeting. 
20% installment due on Liberty Loan. 
Dec. 24 


Anaconda dividend meeting. 
Central Leather dividend meeting. 
Westinghouse. Electric dividend meeting. 


Dec. 26 


Delaware, Lackawanna & Western dividend 
meeting. 
Inspiration Copper dividend meeting. 


Dec. H 


German metal conspiracy hearing by Federal 
Trade Board. 
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: Dec. 31 


General Motors dividend meeting. 


Jan, 1, 1919 

Express rate raise effective. 

26c copper price agreement expires. 
Jan. 2 

Midvale Steel dividend meeting. 

U. S. Rubber dividend meeting. 

Willys-Overland dividend meeting. 
Jan. 6 

Miami Copper dividend meeting. 


Jan. 7 
Atchison dividend meeting. 


Jan. 8 
Illinois Central dividend meeting. 
United Cigar Stores dividend meeting. 
Jan. 15 
‘American Sumatra dividend meeting. 


Jan. 16 
Tobacco Products dividend meeting. 
20% installment due on Liberty Loan. 
Jan. 21 
Lehigh Valley annual meeting. 


Jan. 22 


Norfolk & Western dividend meeting. 
Pennsylvania dividend meeting. 
Pressed Steel Car dividend meeting. 


Jan. 28 
U. S. Steel dividend meeting and quarterly 
earnings. 
Jan. 30 
Chicago, Milwaukee & St. Paul cividend 
meeting. 
Consolidated Gas dividend meeting. 
30% installment due on Liberty Loan. 
Feb. 2 
German elections. 


Mar. 4 al 
Republican Congress takes charge. 


Apr. 1 
French Republic 534% $100,000,000 bonds 
mature. 


(281) 
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Gross Business Has Increased from $14,500,000 in 1905 to 
$400,000,000 in 1918—Ordnance Business Only 12% 
of Total—Company Should Hold Its Own Under 
Peace Conditions— Its Notes and Stocks 





By FREDERICK LEWIS 





ETHLEHEM STEEL stands 

out as the company that has 
made greater strides forward 
during the war than perhaps 
any other concern in the world. When 
Mr. Schwab went to Europe in 1914 to 
secure contracts for war materials he 
probably had no idea that his company 
would be able to turn out war products 
at the rate that it has for the past two 
years. 

Mr. Schwab has been described as 
the greatest salesman in America, but 
the reason he was able to secure all the 
contracts for war materials that he 
would take was that he was the one 
man in America that could deliver the 
goods on time and up to standard. 
The secret of the success of Bethlehem 
Steel is the remarkably efficient organ- 
ization that Mr. Schwab has built up 
in the past decade. 


Success Before War 


It is a mistake to suppose that the 
war made Bethlehem Steel a success. 
It was a decided success before the 
war started. Of course without the 
war the company would not have ex- 
panded as rapidly as it has, but it was 
a rapidly growing concern. For ex- 
ample in 1912 6.9% was earned on the 
common stock, whereas in 1913 27.5% 
was earned and in 1914 32.6%. In this 
connection it should be remembered 
that 1913 and 1914 were generally poor 
years for the steel companies. 

Many people have jumped at the 
conclusion that, as Bethlehem Steel 
made huge profits out of the war it 
should be classed as a war bride and 
its period of prosperity considered as 
closed. Of course no one expects that 
the profits of Bethlehem will continue 
to be anything like as large now that 
the war is over, as they have been the 


past three years, but there is good rea- 
son for believing that the company 
will be assured of enough business to 
enable it to show a fair return on its 
capitalization. 

President Eugene R. Grace, in re- 
ferring to the outlook after the war re- 
cently made the following statement: 
“In normal times but a very small per- 
centage of our business is represented 
by ordnance products, on account of 
our large commercial steel capacity 
and our shipbuilding business. 

“Orders now on the books covering 








TABLE I—CAPITALIZATION— 
WORKING CAPITAL 
a 





$65,977,700 $187,018,000 
Working Capital . $12,085,727 $80,000,000 








shipbuilding are sufficient to carry the 
corporation at least through 1919.” 
In normal times less than 10% of 
the rong § s business is represented 
by what is known as ordnance or war 
products. In fact only a small per- 
centage of the company’s present huge 
business is for guns, armor plate, pro- 
jectiles and similar war material. Last 
July it was officially stated that of the 
$650,000,000 orders on hand less than 
121%4% was for such war material. 
Production of commercial steel and 
shipbuilding comprise the greater part 
of the business of the company and 
with its modern plants and well oiled 
organization it should be able to get 
its share of any business that is going 
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around. In other words this company 
is in just as good a position financially 
and physically as any of the other steel 
companies to meet competition that 
may come, now that the war is over. 


Increase in Business 

There is another question that those 
who are not optimistic as to the future 
of Bethlehem Steel are wont to ask. 
Has not the company been given a 
top heavy capitalization since the war 
started? It is true that the capitaliza- 
tion has been greatly increased since 
1914 as shown by Table I. Total cap- 
italization in 1914 was only $65,977,700 


having been put back into the prop- 
erty. The property account of the 
company as of December 31, 1917, 
stood at $187,000,000, of which only 
12% represented investments on ord- 
nance property and equipment. 

Of the increase in capitalization 
$30,000,000 was given as a stock divi- 
dend, but for the remainder the com- 
pany received close to par. In other 
words, of the increase of $121,000,000 
in capitalization, $91,000,000 repre- 
sents actual cash paid into the com- 
pany’s treasury. Add to this the $133,- 
100,000 put back into the property 








Millions of Dollars. 





BETHLEHEM STEEL EARNINGS . 
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as compared with $187,018,000 at the 
present time. Let us see if the growth 
of the company has warranted the in- 
crease. 

In 1905 gross business of the corpor- 
ation was $14,500,000, in 1914 it was 
$47,500,000, and in 1917 it had in- 
creased to $298,900,000. Net income, 
after all interest taxes and discounts 
was $2,765,000 in 1905, $7,400,000 in 
1914 and $45,200,000 in 1917. During 
these thirteen years net income totaled 
$150,000,000 (after deducting $65,000,- 
000 for repairs, maintenance, etc.), of 
which only $17,700,000 was paid out in 
dividends, the remaining $133,100,000 


trom earnings and the total $224,100,- 
000 represents the assets added to the 
corporation since 1904. This is greater 
than the present outstanding capitaliz- 
ation and disproves the idea that there 
is any water in Bethlehem Steel’s 
securities. 

In 1918 Bethlehem’s gross business, 
as estimated by President Grace, will 
be in the neighborhood of $400,000,000. 
The margin of profit, however, is ex- 
pected to be between 5 and 5%4%, as 
compared with 9% in 1917. With 
higher taxes and probably larger 
charges for depreciation and depletion, 
net income is likely to be considerably 











286 


THE MAGAZINE OF WALL STREET 





under that of 1917, when 43% was 
earned on the common stock (both 
classes). While it is impossible to 
give an accurate estimate as to what 
will be earned, from the data avail- 
able indications are that the company 
will show from 25 to 30% earned on 
the common this year. 


Cancellations 

Since the armistice was signed Beth- 
lehem Steel has had some concella- 
tions, but they have been but a small 
proportion of the total business booked. 
The most important announced was 
one of $60,000,000. This was to be 
used to enlarge the company’s Ala- 
meda shipbuilding plant in California. 

Bethlehem Steel’s first new financ- 
ing was the issuance of $45,000,000 
common “B” stock in January, 1917. 
Of this amount $30,000,000 was given 
to common stock holders as a stock 
dividend and $15,000,000 was offered 
to common stockholders at par. The 
new Class “B” stock is the same as 
the old common stock except that it 
carries no voting power. The com- 
pany’s next financing was done in Sep- 
tember, 1917, when $29,724,000 new 
8% preferred stock was offered to 
common stockholders at par. 

In July, 1918, the company put out 
$50,000,000 serial 7% notes, these 
notes being offered to the public at 
99¥% for 1919 maturity, 98% for 1920 
maturity, 987% for 1921 maturity, 97%4 
for 1922 maturity, 97 for 1923 maturity. 


Position of Securities 

Bethlehem Steel 8% preferred stock 
at present prices of around 105 can be 
regarded as a decidedly attractive in- 
vestment. The working capital of the 
company alone is $80,000,000, or about 
equal to the bonds and notes of the 
company, so that the equity behind the 
8% preferred stock is the entire phy- 
sical property of the company. The 
8% preferred stock is cumulative as 
to dividends and is entitled to 8% be- 
fore the 7% preferred stock or com- 
mon stocks receive anything. It is 


convertible at any time into class “B” 
common stock at 115 and is redeem- 
able at 115, three years from date of 
issuance. 

The 7% preferred stock selling 
around 90 can also be regarded as a 
good investment, but is not as at- 
tractive as the 8% preferred stock, as 
it has not the convertible feature. It 
is non-cumulative as to dividends. It 
has equal voting power with the class 
“A” common stock. 








TABLE II—DIVIDEND RECORD 
7% Pid. 8 % Pid. Com. Com. 
.-% .-% 


30 
22% 
+ *2314 -_ 
8 10 10 
*Also a dividend of 200% in Class B 


common stock and right to subscribe to 1 
share of Class B stock for each share owned 


at par. 








Bethlehem “B” common is a specu- 
lative issue, but at present prices of 
around 63 appears to have good possi- 
bilities. The present dividend of 10% 
will probably be earned more than 
twice over this year and indications 
are that the company’s earnings in 
1919 will be sufficient to cover the divi- 
dend with a good margin to spare, in 
view of the very large shipbuilding 
orders on the company’s books. The 
company, of course, may see fit to 
reduce the dividend in the near future 
should the outlook for the steel busi- 
ness become more uncertain, but at 
present prices the stock would appear 
to have largely discounted even a cut 
of one-half. 

The $50,000,000 7% serial notes are 
a very high grade investment issue and 
should appeal to the conservative in- 
vestor. They are selling on a basis to 
yield 6.90% on the investment. 


—io Do 





Railroad and Industrial Digest 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded 
as RECOMMENDATIONS to purchase or sell 





Note.—The Railroad and Industrial Digest, Notes on Public Utilities, Oil Notes and 
Mining Digest, contain condensations of the latest news regarding the companies men- 
tioned. The items are not to be considered official unless so stated. Neither THE 
MAGAZINE OF WALL STREET nor the authorities for the various items guarantee 
them, but they are selected with the utmost care, and only from sources which we have 
every reason to believe are accurate and trustworthy. Investment commitments should 
not be made without further corroboration.—Editor. 





RAILROADS 





ATCHISON—Federal Contract Signed— 
Contract between Railroad Administration 
and this company has been formally signed 
by representatives of the Government and 
of the railroad system. A straight com- 
pensation of $42,885,310 is fixed by the con- 
tract for the Santa Fe proper and its var- 
ious subsidiaries. The lines of the Santa 
Fe system placed under Government con- 
trol by the signing of the contract are the 
Atchison, Topeka & Santa Fe, Kansas 
Southwestern Ry. Co., Gulf, Colorado & 
Santa Fe, Panhandle & Santa Fe, Rio 
Grande, El Paso & Santa Fe and the Grand 
Canyon Ry. Co. 


BALTIMORE & OHIO — Seeks In- 
creased Coal Rates—Has filed an applica- 
tion with Interstate Commerce Commission 
for an increase from 5 to 25 cents per ton 
on bituminous and cannel coal from the 
Pittsburgh, Youghiogheny, Klondike region 
to destinations in east transportation terri- 
tory. 


CHICAGO, ROCK ISLAND & PACIF- 
IC—Earnings—October gross revenues were 
about the same as September totals, but 
showed an increase of 12% as compared 
with October, 1917. In the first ten months 
of 1918, Rock Jsland’s gross earnings 
showed an increase of $11,914,628, or 16%. 
A substantial portion of the increased earn- 
ings is due to the advanced freight and 
passenger rates which became effective last 
June and which were expected to add over 
$23,000,000 to gross earnings per annum. 
Net earnings of the road tell a different 
story. In the nine months ended Septem- 
ber 30, they totalled $6,751,073, a decrease 
of 43% as compared with the same period 
of 1917. Such exhibits are interesting read- 
ing taken in connection with the present 
status of the railroads under Government 
control. 


LEHIGH VALLEY—Judgment Upheld 
in Black Tom Case—Court of Errors and 
Appeals at Trenton, N. J., on Nov. 18, 1918, 
handed down a decision upholding the 
judgment of $23,687 obtained by the New 


(287) 


Jersey Fidelity & Plate Glass Insurance 

Co. against the railroad, the action result- 

ing ry the Black Tom explosion of July 
, 1916. 


MISSOURI, KANSAS & TEXAS — 
September Earnings—$750,634—Gross for 
September was $5,247,351. This was an in- 
crease of $1,483,903 over the same period 
during the previous year. Net was $750,634, 
a decrease of $91 from Sept., 1917. Nine 
months gross was $38,502,335. This wasan 
increase of $7,806,723 over the same period 
during the previous year. Net was $1,554,- 
682, a decrease of $3,981,481 from 1917. 


NEW YORK CENTRAL—Extension of 
Loan—The $6,000,000 loan which was made 
to the company last May by the Central 
Union Trust Company at a 6% interest rate, 
has been extended for six months at the 
same rate of interest, which will carry ma- 
turity over until May, 1919. While the ex- 
tension of the loan may be a reflection of 
the present money conditions as they af- 
fect private corporations, the amount in- 
volved is comparatively small and is not a 
matter to cause any concern to holders of 
New York Central securities. It is possible 
that by next spring conditions will be fav- 
orable to the payment of the loan without 
aid from the Government. 


NEW YORK, ONTARIO & WESTERN 
—Contract Approved—Stockholders have 
voted to accept the company’s contract with 
the Government for the period of Federal 
control and the amount of the guaranteed 
compensation has been placed at $2,103,589. 
It may be estimated that this compensation 
means in the neighborhood of 14% on the 
company’s stock. the majority of which is 
owned by the New Haven system. 


NORFOLK & WESTERN — Federal 
Compensation—In letter to stockholders 
President L. E. Johnson stated that stand- 
ard return to be received from the Govern- 
ment will be approximately $20,700,000, al- 
though exact amount has not been finally 
agreed upon. He added that the expected 





RPP Si ne fa, 





———— nnn ”)$92:°0OXn«eanmkeev???_™s=é=§é_§é=—“=«~=é<=X«-§==« 
288 THE MAGAZINE OF WALL STREET 





compensation will take care of interest 
charges, and regular dividends, as well as 
leaving a balance for additions and better- 
ments. Directors of the road have approved 
the standard form of contract, but the con- 
tract in its final form will come before 
stockholders for ratification. 


PENNSYLVANIA—Status Under Con- 
tract—The compensation allowed to the 
Pennsylvania Railroad by the Government 
today, under the contract agreed to by 
shareholders, is $53,503,000. In 1917 the fixed 
charges, leases, hire of equipment, debit, 
etc., were $26,702,000. The 6% dividend on 
the capital stock calls for approximately 
$30,000,000 per annum. The total, there- 
fore, is about $5,000,000 in excess of the 
compensation, but it is to be remembered 
that the railroad has “other income” from 
securities owned of between $21,000,000 and 
$22,000,000. This is additional to the com- 
pensation from the Government. But there 
are war taxes which may be the equivalent 
of 1% on the stock. Altogether the road 
will have a rental and outside income the 
equivalent of over 9% on the capitalization. 
After such fixed charges and payments are 
made the net income of the company will, 
in the opinion of the directors, be sufficient 
to continue the 6% dividend upon the cap- 
ital stock and leave a moderate annual sur- 
plus during Federal control. The stock- 
holders by the resolutions adopted today 
have given the directors power to amend 
the agreement before or after execution if 
in their judgment it is considered to the 
company’s interests to do so. They also 
conferred upon the directors authority to 
join with the Pennsylvania Company in 
the execution of an agreement for the com- 
pensation covering the lines of the Penn- 
sylvania Railroad system west of Pitts- 
burgh. The entire capital stock of the 
Pennsylvania Company is owned by the 
Pennsylvania Railroad Company. 


PITTSBURGH & WEST VA.—Possibil- 
ity of Common Dividends—It is claimed 
that the company’s treasury position may 
permit consideration of the question of div- 
idends on the common stock in the not 
distant future. In the first nine months of 
1918, it is estimated that Pittsburgh & West 
Virginia earned a surplus after all charges, 
of about $950,000, which is equivalent to 
over twice the 6% dividend on the preferred 
stock. These earnings do not include the 
revenue from the coal properties. Coal 
production is expected to be over 3,100,000 
tons this year. For the first six months of 


1918 the coal subsidiary is repgrted to have 
made a profit of $1.00 a ton but wage ad- 
vances have reduced this margin and it is 
probable that in the last half of the year 
the profit will be about 50 cents a ton, or 
an average of 75 cents a ton for the whole 
year. On expected production, this would 
result in earnings equivalent to over $7.00 
a share on the common stock. Pittsburgh 
& West Virginia operates only sixty miles 
of road which runs into Pittsburgh from the 
coal producing district west of that city. 
It is held that the transportation revenue 
should be enough to cover the 6% preferred 
dividends, leaving earnings from the coal 
properties for the common stock, which has 
been strong recently, presumably on re- 
ports of hopeful earnings. 


SOUTHERN PACIFIC—Offers Land— 
Has placed on the market its land holdings 
in Butte, Tehama and Yuba counties— 
three of the best agricultural counties in 
California. All lands of the company were 
withdrawn from market in 1906 for reclassi- 
fication and again placed on the market in 
1911 as conditions warranted. Extensive 
irrigation and reclamation projects have 
been under way in the three counties men- 
tioned and their completion during the last 
five years has added many fold to the 
original value of the land. The situation in 
Mexico, which has been a very awkward 
one, is gradually clearing up. United States 
Government officials who represent this 
country in Mexico, have been in consulta- 
tion at Washington concerning these af- 
fairs. Frequent raids upon the properties 
by plunderers and robbers have been caus- 
ing annoyances. Robbing of payrolls has 
been a frequent occurrence. On a number 
of occasions Carrancista soldiers have been 
known to have taken part in these raids. 
The company has also been forced to pay 
71 cents for a peso, whereas the arrange- 
ment was that two pesos be bought for one 
dollar. With all these handicaps, the com- 
pany has been showing a good profit from 
the oil properties in Mexico. With these 
obstructions removed, earnings should ma- 
terially increase. 


WESTERN PACIFIC—Sept. Earnings— 
$296,923—September gross was $1,036091, 
an increase over 1917 of $51,472. Net oper- 
ating income was $296,923, an increase of 
$17,985 over 1917. 9 months gross was $8.- 
348,466, an increase of $1,092,370 over 1917. 
Net operating income was $2,445,570, an in- 
crease of $172,943 over 1917. 





AMERICAN LINSEED—No Declara- 
tion on Common—Owing to unsettled con- 
ditions which exist all over the world it is 
feeling of management that best interests 
of company will be served by not declaring 
a dividend on the common shares at the 
present time, but rather to be over-con- 
servative until such time as the future be- 
comes more certain. The annual report 
shows net income of $2,138,970, an increase 
of $374,541 over the income of 1917. The 
gross income was $4,385,287, and expenses 
were $2,246,317. After the deduction of the 
full 7% dividend on the preferred stock, the 
balance of the net income is equivalent to 
$5.77 a share on the common stock. R. H. 
Adams, President, said that the company 
had had considerable difficulty in getting 
its raw material, much of which comes from 
abroad. 


AMERICAN LOCOMOTIVE—Unifilled 
Orders—Stated that in the first four months 
of the fiscal year from July 1 to November 
1, unfilled orders were reduced by some- 
thing like $25,000,000, the total standing at 
$49,000,000 against $74,736,000 at the end 
of the 1918 fiscal year. This reduction in 
orders is equivalent to about two months 
business. rom the company’s. seven 


plants, shipments in dollars are running 
from 55% to 60% ahead of last year, while 
gain in tonnage is about 30%. After pro- 


viding for taxes at the rate of 60% more 
than last year, it is estimated that earnings 
are at the rate of about $19 a share on the 
common stock. It has been generally un- 
derstood that most of the company’s busi- 
ness was for locomotives for use on the 
railroads in this country. 


AMERICAN STEEL FOUNDRIES— 
Possible readjustment of finances—Direc- 
tors are expected to consider a financial 
readjustment plan shortly. If the plan 
urged by Chicago interests is adopted, 
dividends would be adopted at the rate of 
$4 a share a year, or the equivalent of $12 
on the old capital. The company earned 
over $15 a share in the first nine months of 
1918, and should show about $20 a share 
for the year after taxes. Some cancellation 
of war contracts is naturally expected, but 
the company is protected against loss on 
inventory. Net quick assets of more than 
$75 a share is one of the arguments in 
favor of a recapitalization. The stock fre- 
quently acts as if interesting developments 
were in store, and is: moved up easily on 
recurring reports of the readjustment. 


AMERICAN SUGAR REFINING—Beet 
Sugar Holdings—Reported that returns 
from beet sugar investments will be at least 
$2,700,000 this year. This amount may be 
larger if the Spreckels Sugar Refining Co. 
distributes more than the regular 7% on 
the 25,000 shares owned by American Sugar, 
and this is possible. In 1917 and 1916, 
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American Sugar’s total revenues from out- 
side investments was over $3,000,000 or just 
about enough to take care of the 7% div- 
idend on the $45,000,000 preferred stock, 
and leaving for the common stock the re- 
fining profits proper. There has always 
been more or less mystery about the beet 
sugar investments of American Sugar, and 
it was really not until the war brought 
about unusual conditions in the sugar trade, 
that their value began to be appreciated, 
and the equities which they held for Amer- 
ican Sugar shareholders, realized. 


AMERICAN SUMATRA—Common 
Stock Dividend—Has declared a stock div- 
idend of 15% on common, payable Dec. 7 to 
stock of record Dec. 3. New stock, will 
participate in 244% quarterly cash dividend, 
due in Feb., 1919. Has on deposit in its 
banks $450,000 in cash and $650,000 in Lib- 
erty Bonds in its box. These two items are 
sufficient to pay off all outstanding three- 
year gold notes that come due Jan. 15 next 
and leave a fairly good sized balance in 
cash in the banks. The company has in 
addition liquid assets made up of bills and 
accounts receivable and tobacco at cost 
equal to five times its remaining obliga- 
tions. Sales of tobacco already on the 
books for present fiscal year beginning Aug. 
1, are double those for the year 1917. 


BOOTH FISHERIES—Packing Record 
—Completed a record pack of salmon this 
year the volume running well over 800,000 
cases. On the basis of 48 one-pound cans 
to a case it packed, in other words, 40,- 
000,000 pounds of famous northwestern fish. 
On Atlantic coast end, Booth is still busy 
on its sardine packing which will continue 
into December. The pack, which had been 
running fairly mediocre, has come strong 
in the past three weeks. The fresh and 
frozen fish departments are active and 
growing as a result of the steadily increas- 
ing consumption of fish at home and 
abroad. This “Booth department” alone, 
which deals in fresh fish, lobsters, clams, 
etc., is, with the cold storage plants, earn- 
ing bond income and the 7% preferred and 
$2 common dividends. 


CHANDLER MOTOR—Current Earn- 
in Predicted that production of cars for 
1918 will be between 9,000 and 10,000 com- 
pared with 15,000 cars in 1917. On the basis 
of this production, it is estimated that the 
company will earn between $1,400,000 and 
$1,500,000 net after taxes, or about $20 a 
share. Net quick assets are equal to $52 
a share on the outstanding stock. Chandler 
has been working on a tractor order, and 
the end of the war may mean a partial 
cancellation of this contract, which, how- 
ever, is not expected to disturb the normal 
factory adjustment. 


CREX CARPET — Prospects Bright — 
Pres. Myron W. Robinson states: “Pros- 
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pects for the future are very bright. While 
the company has done considerable Gov- 
ernment work in the manufacture of cotton 
duck, the expense of mechanical alterations 
was small. The company can quickly get 
back on a peace basis with little expense. 
War business merely helped us to keep our 
organization together. The total of duck 
business was kept separate and not included 
in figures comparing our business with dif- 
ferent years.” It was pointed out that the 
four months ended Oct. 31 are the poorest 
in the company’s year, it being the period 
when grass is gathered for the coming sea- 
son. 


INTERNATIONAL MERCANTILE 
MARINE—Status of ship deal—When 
negotiations for the sale of 85 vessels of 
British registry to a British syndicate 
were apparently at a standstill, came the 
announcement of the willingness of the 
United States Government to take over 
ownership of the vessels upon the terms of 
the British offer. Marine preferred stock 
from between 103 and 104 jumped to 119% 
on the news. Previously the stock had been 
run up to 125 on reports that the deal with 
the British syndicate was on the point of 
consummation. Later developments indi- 
cated that there was a monkey wrench 
somewhere in the gears, and the shares 
went down around par. Then the stock 
was restored to good standing through the 
expected purchase of the ships by the 
United States Government. President 
Franklin has stated that completion of the 
deal on the terms offered by the British 
syndicate would leave between $130,000,000 
and $135,000,000 in the treasuries of the 
British subsidiaries and if the United 
States Government bought the ships on 
the same terms, this estimate would appar- 
ently still hold good. In the meantime, 
Marine preferred is a rather dangerous 
stock to take home overnight. 


OWENS BOTTLE MACHINE—Earn- 
ings—In the year ended September 30, 
1918, the company earned $6.98 a share on 
the $9,591,775 common stock, $25.00 par 
value. The total income was $3,596,779 as 
compared with $4,936,000 in 1917. The bal- 
ance sheet as of September 30, 1918, showed 
total current earnings of $4,501,124 and cur- 
rent liabilities $3,619,578. 


SAXON MOTOR—Present Position— 
According to C. A. Pfeffer, who is manag- 


ing the company in the interest of creditors, 
about $2,400,000 is owed creditors. Since 
July, 1917, three dividends of 10% each 
have been paid creditors. Unless stock- 
holders are willing to shoulder the burden 
of raising funds to settle creditors claims, 
and find working capital, it appears as if a 
liquidation of affairs was in order. The 
management is trying to ascertain whether 
enough stockholders are interested to the 
extent that they would be willing to sub- 
scribe to new preferred stock at par. A 
short time since the stock had a more or 
less mysterious spurt, but the news of the 
outstanding debts brought a quick decline, 
and loss of intérest. 


TOBACCO PRODUCTS—Earnings— 
Net earnings in October before allowance 
for, war taxes amounted to better than 
$440,000. Earnings in October, 1917, on 
the same basis were $157,000. This is an 
increase of 182%. On the basis of ten 
months’ results this company is expected 
to show a minimum net for the full year 
1918 before war taxes of $3,700,000. Net a 
year ago amounted to $2,006,000. This 
means an increase of 85% for the twelve 
months. 


UNITED FRUIT—Status of Fleet—Im- 
pression that Government will take over 
every ship regardless of consequences to the 
company is said to be absolutely erroneous. 
The Government for some time has been 
using 17 of the company’s eet of 23 boats, 
and has indicated no intention of taking over 
any more tonnage. In spite of the requi- 
sitioning of these ships, the Shipping Board 
has so allocated other shipping for the 
purpose, that importation of bananas from 
Central American territory since October 
1 has been only 4% less than a year ago. 


UNITED STATES STEEL—Not pur- 
chasing Pittsburgh & West i 
Chairman Gary has denied the reports that 
the corporation has been purchasing stock 
of the Pittsburgh & West Virginia Rail- 
way with the idea of securing ownership 
of the railroad’s coal properties. Not so 
long ago the Steel Corporation bought 
12,000 acres of coal lands in Greene County, 
Pa., paying therefor more than $5,000,000, 
and this purchase is pointed out as indicat- 
ing that there is no particular reason why 
the Steel corporation should be in the 
market for additional coal lands. 
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PUBLIC UTILITIES 


Hidden Assets of Consolidated Gas 


Will It Sell at 150 Again?—Definite Statement of the 
System’s Earnings and Asset Values—Analysis 
of Important Bonds 





By BENJAMIN GRAHAM 





HAT the public utilities have 

most to gain from the return 

of peace is obvious to all those 
- who have watched the unequal 
combat between mounting operating 
expenses and stationary rates. Of 
course, the signing of the armistice 
cannot act immediately as the magic 
restorative of the pre-war margin of 
profit. The scaling down of material 
prices and wages may be a lengthy 
process, and many think that the levels 
of 1914 will never be seen again. More- 
over, there is the likelihood of a con- 
traction of industrial activity which, by 
reducing the utilities’ gross earnings, 
would somewhat neutralize the ben- 
efits of lower costs. 

Such considerations may restrain 
speculative enthusiasm in the public 
utility stocks, but they cannot over- 
throw the basic proposition that these 
companies have seen the worst and 
should gradually regain their former 
prosperity. What does this fact mean 
in the case of Consolidated Gas, which 
three years ago sold above 150, a few 
months ago around 83 and is currently 
quoted near par? If we were to assume 
that its former earning power will 
eventually be regained, then ought not 
its intrinsic value be fully as great as 
before—since the last two years, diffi- 
cult as they were, could not have sap- 
ped its resources to any appreciable ex- 
tent? If Consolidated Gas was actual- 
ly worth 150 in 1916, then it should 
again be worth very nearly that figure 
in 1920. 

At this point the reader interrupts 
sharply to inquire, “But was the price 
of 150 three years ago justified by the 


facts?” This is the crux of the mat- 
ter. The investor is no longer willing 
to take values on faith. The old re- 
liable stories of hidden assets, over- 
stated earnings, etc., that did such 
staunch service in maintaining Con. 
Gas at a level certainly unjustified by 
its dividends, appear to have died out 
very suddenly when the stock broke 
under par. An attempt to revive them 








TABLE I—COMPANIES COMPRISING 
THE CONSOLIDATED GAS SYSTEM 


A—Gas Companies 
Consolidated Gas 
Astoria Light, Heat & Power 
Central Union Gas 
New Amsterdam Gas 
New York & Queens Gas 
Northern Union Gas 
New York Mutual Gas 


Standard Gas Light ....} common 96.8% 


B—Electric Companies 
New York Edison 
New York & Queens Elec. } eis 83.5% 


United Elec. Light & Power 
Yonkers Elec. Light & Power 
Brush Elec. Illuminatin 

C—Gas and Electric Companies 
Westchester Lighting 100% 
Northern Westchester Lighting .... 100% 

D—Conduit Company 

Consolidated Tel. & Elec. Subway... 99.7% 


now will doubtless find a coldly scep- 
tical audience, waiting “to be shown.” 

Now that the public is at last dis- 
posed to take a properly critical atti- 
tude toward this issue, the time would 
seem ripe for a real analysis of the 
Con. Gas situation. Instead of vaguely 
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estimating the subsidiaries’ earnings 
and assets, let us compile definite in- 
formation on this subject, so that we 
can determine the value of Consoli- 
dated Gas stock in a logical manner— 
on the basis of a combined income ac- 
count and balance sheet covering all 
the companies as one system. 


Annual Report Inadequate 
The source of our information will 
not be the ludicrously inadequate re- 
port that Con. Gas issues annually to 
its stockholders. Toward the Public 
Service Commission the company is far 
more confidential; in fact, it fairly 


for this issue in the past. These asser- 
tions may be summarized as follows: 
1. Elements Adding to Earning 
power. 
A. Undistributed profits of sub- 
sidiaries. yb 
B. Excessive reserves charged 
to operations. 
C. Excessive taxes charged to 
operations. 
II. Elements Adding to Asset Value. 
A. Excess of par of sub- 
sidiaries’ stocks over valua- 
tion in Consolidated Gas bal- 
ance sheet. 





} 





TABLE II—CONSOLIDATED GAS CO. AND SUBSIDIARIES COMBINED 
INCOME ACCOUNT (EXCLUDING INTER-COMPANY ITEMS) 


Electric 
Gross revenues Ga 


Net after taxes (before deducting reserves) { 


Other income 


Total income 


. j Interest 
Deductions { Miscellaneous 
Balance for dividends and reserves 
Reserves 

Dividends 


Earned per share—before reserves 
Earned per share—after reserves 


Electric $13,148,000 
Gas ... 350, 


1916 


$32,094,000 
27,632,000 


$59,726,000 
$15,428,000 
9,275,000 


1917 


$63,317,000 


$24,703,000 
1,176,000 








deluges this august body with operat- 
ing and financial statistics. In almost 
every case, data is available covering 
the 1917 year, but in a few unimportant 
instances we must utilize the 1916 
figures. Our results are summarized 
in Tables I, II, III,—giving first, a list 
of the sixteen companies comprising 
the Consolidated Gas System; second, 
a comparative combined income ac- 
count for 1916 and 1917; third, a con- 
solidated balance-sheet as of December 
31, 1917. 

With these facts before us, we are in 
a position to test the numerous claims 
of “hidden values” that have been made 


. Accumulated surplus of sub- 
sidiaries. 

. Excessive contingency re- 
serves carried as a liability. 

Let us take up these items one by 
one. 

1-A. The report to the stockholders 
shows all the earnings of the Consoli- 
dated Gas Company proper and of the 
Astoria Light, Heat & Power Com- 
pany, but only that part of the profits 
of the other subsidiaries which is paid 
out to the parent company as interest 
or dividends. In 1916, the undis- 
tributed profits of the subsidiaries fig- 
ure out as $4.07 per share of Con. Gas 
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stock, of which N. Y. Edison Company 
accounted for the equivalent of $3.60 
per share. In 1917, however, the sub- 
sidiaries (other than Astoria) actually 
paid the holding company more than 
they earned; so that whereas the an- 
nual report shows earnings of $7.76 
per share, on a combined basis, they 
total only $6.90. 

1-B. The contingency and renewal 
reserves charged against earnings have 
often been characterized as excessive 
and as thereby bringing the apparent 
net profits below the actual figure. 
Following is the total provision made 
in 1916 and 1917 for repairs, renewals 
and contingencies : 


1917 1916 


Expended for repairs. $4,925,000 $4,382,000 
Expended for renewals 1,501,000 2,429,000 


Reserved for con- 
tingencies 5,675,000 4,189,000 
$12,101,000 $11,000,000 


These allowances total 19.1% of 
gross revenues in 1917 against 18.4% 
the previous year. Both Brooklyn 
Union Gas and Edison Electric Illum- 
inating of Brooklyn charge about this 
percentage of gross for maintenance 
and depreciation, while Con. Gas and 
Electric of Baltimore has a somewhat 
lower ratio—about 17.50%. Consider- 
ing that the Con. Gas Co. of N. Y. 
system has a net plant valuation of 
$323,000,000, an expenditure of $12,- 
100,000 for repairs and depreciation— 
less than 4%—can hardly b 
as excessive. 

1-C. The assertion that Consolidated 
Gas has over-charged itself in the tax 
item is better founded, but the amount 
involved turns out to be rather small. 
The companies have regularly charged 
their earnings with the so-called Cor- 
porate Property Tax, which they have 
never had to pay—this item being in- 
cluded in another levy. In 1917, the 
taxes thus overstated aggregated 
$355,000, or about 35 cents per share, 
bringing the corrected net earnings up 
to $7.25 per share. 

The influence of higher operating 
costs last year is clearly shown by the 
reduction of $5,205,000 in net com- 





pared with 1916, despite an expansion 


e regarded 


of $3,590,000 in gross. Of the decline 
in net earnings, about $1,600,000 was 
due to a cut in electric rates effective 
during the year. If in 1917, the system 
barely covered its dividend and reserve 
requirements, it is evident that the 
1918 exhibit will be even poorer, since 
operating conditions have presented 
still greater difficulties in the current 
year; and for at least part of 1919 the 
stockholders must be prepared to see 
profits fall below the 7% dividend rate. 
Whether or not this prospect will af- 
fect the dividend policy must depend 
largely upon 


IIl.—The Asset Value of Consolidated 
Gas 
From the combined General Balance 
Sheet, presented in Table III, the fol- 
lowing book value of Consolidated Gas 
is deduced: 
. Par value of Con. Gas stock. $99,816,000 
. Surplus—Con. Gas (proper). 19,890,000 
. Premiums through sale of 
13,919,000 


stock 
. Surplus of subsidiaries 47,954,000 


. Excess of par value of sub- 
sidiaries’ stocks over price 
at which carried in Con. 


Gas balance sheet 52,772,000 


$234,351,000 


. Renewals and contingency 


Items 4 and 5, aggregating $100,- 
000,000, are the real hidden aaeee, rep- 
resenting the excess of the book value 
of the subsidiaries’ stocks as shown by 
their own balance sheets over the 
price at which they are carried in the 
Con. Gas investment account. N. Y. 
Edison stock, for example, with a par 
value of $66,000,000 and a surplus of 
$36,000,000, is valued on the holding 
company’s books at only $39,000,000— 
an apparent understatement of no less 
than $63,000,000, or $63 per share of 
Con. Gas. These figures give Con. Gas 
stock a book valuation of fully $234 
per share compared with only $113 in 
the company’s balance sheet. To this 
large figure many claim that at least 
a part of the replacement and con- 
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tingency reserve of $59,290,000 should 
be added—which would bring the ac- 
tual value up to somewhere between 
$234 and $293 per share. These hidden 
equities in Con, Gas appear so large 
therefore, as to justify all the enthus- 
iastic puffing of the stock in the past. 

Nevertheless, it must be recognized 
that a good part of these enormous 
book values is indubitably the result of 
an inflated property account. Proof of 
this fact is provided by a comparison 
of the assessed value with the net bal- 
ance sheet value of the system’s real 
estate and plants. Considering all but 
the two Westchester companies, the 
balance sheet figures in 1914 exceeded 
the appraised value by no less than 


company is very heavily bonded. If 
the State Tax Commission’s figures are 
assumed to represent the maximum 
value of the company’s property—a 
pretty safe assumption, since they will 
certainly be used as a basis for rate 
decisions—then at least $68 per share 
must be deducted from the book value 
of the stock, bringing the corrected 
figure down to about $166 per share. 

This then is a fairly accurate and 
official valuation of Con. Gas stock. 
Were the shares still selling between 
140 and 150, one would hardly charac- 
terize this result as particularly bull- 
ish ; but with the stock below par these 
figures have a different significance 
and should provide a basis for intelli- 


TABLE III—CONSOLIDATED GAS CO. AND SUBSIDIARIES COMBINED 
BALANCE SHEET DEC. 31, 1917, EXCLUDING INTER-COMPANY ACCOUNTS 


\ 


Plant account $382,341,000 


Cash 

Special deposits 
Materials and supplies 
Other current assets 
(Total current assets) 
Miscellaneous 


$435,564,000 


$121,000,000. In the past two years, 
however, the assessed values have been 
increased by fully $60,000,000, chiefly 
through the marking up of the “Special 
Franchise” account. The latter item 
takes into consideration the system’s 
“incorporeal rights”—in other words, 
it includes an official valuation of the 
good-will. 

The 1917 tax figures indicate an 
overvaluation of about $56,900,000 in 
plant and franchise account. To this 
sum ought to be added the $12,500,000 
stock of the Westchester Lighting 
Company, which is carried by Con. Gas 
at a nominal figure and no doubt rep- 
resents nothing but water, since the 


Liabilities 
stock—Consolidated 


Capital 
Ga 


terest) 
Bonded debt 
Current liabilities 
Misc. reserves 
Reserves for contingencies 
and renewals 
Surplus—Consolidated Gas.. 
Surplus—Subsidiaries 
Surplus—Premiums on 
of stock 
Excess of par value of Subs. 
securities over carrying 
price 


gent confidence in the intrinsic merits 
of this issue. 

Another point of great importance is 
the continued strong liquid asset posi- 
tion of the system, which reports cash 
assets alone in excess of the total cur- 
rent liabilities. It is interesting also to 
observe that the bond interest of the 
companies as a whole has been covered 
with a good margin, even in this un- 
favorable year. In Table IV we list 
a few of the more important bond is- 
sues. The Convertible Debenture 6s, 
which can be exchanged for stock par 
for par, are not selling on a straight 
bond basis. But regarded as a one- 
year call on the shares, with the pos- 
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* 
sible loss limited to four points, they 
are fairly attractive, although the 
writer prefers the American Tele- 
phone & Telegraph Convertible 6s. The 
mortgage security of the N. Y. & 
Westchester Lighting 4s is not espec- 
ially strong, but the guarantee of Con- 
solidated Gas should make them per- 
fectly safe. After their recent twelve- 
point rise advance from 59, they are 
not quite as desirable as the N. Y. Gas 
& Electric 4s, due 1948 (a N. Y. Edison 


$24,874,000 Consolidated Gas Convert. Deb. 6s 
10,635,000 New Amsterdam Gas Consol 5s 
15,000,000 N. Y. Gas & Elec. Light, Heat & Power Ist 5s 
20,930,000 N. Y. Gas & Elec. Light H. & P. Pur. Money 4s 


8,488,000 Westchester Lighting Ist 5s 


situation. Current earnings are un- 
doubtedly poor; but the company is in 
strong shape to meet this temporary 
setback. Unless the expected improve- 
ment in operation results fails utterly 
to materialize, there seems no reason 
to anticipate a cut in the dividend. If 
normal conditions return, the earnings 
should gradually approach the level of 
1916—in which nearly $13 per share 
was earned on the stock. 
Consolidated Gas has never been the 


TABLE IV—IMPORTANT BOND ISSUES OF THE CONSOLIDATED GAS 
Amount 
Outstandi 








SYSTEM 


Price Nov.25 Yield 
104% 
85 


Due 
1920 
1948 
1948 
1949 
1 


10,000,000 N. Y. & Westchester Ltg. Gen. Gtd. 4s 


Company obligation, which is well pro- 
tected directly by earnings). The New 
Amsterdam Gas 5s are not guaranteed 
and this particular company reports 
only a slight margin of earnings over 
fixed charges. 


Conclusion 


Coming back to the stock, our 
analysis has disclosed both the favor- 
able and unfavorable aspects of the 


gold mine that Wall Street liked to 
think it; but it is a financially sound, 
well managed utility, enjoying excep- 
tional advantages through its unique 
location. There is a hundred dollars 
per share and more of real value be- 
hind this issue and with better times 
ahead, the investor at these levels 
should find the stock a very satisfac- 
tory purchase—although a little pa- 
tience may be needed. 








MARKET STATISTICS 


Dow-Jones Avgs. 
20 


eeeseaes 


20 50 stocks 
Rails High Low 
89.91 76.85 76.07 
89.56 77.66 75.80 
89.45 76.28 75.49 
89.28 76.54 75.53 
88.45 76.13 74.76 
87.51 74.91 73.97 
85.10 74.17 72.06 
86.06 73.80 71.96 
85.56 74.02 72.64 

THANKSGIVING 
87.16 73.93 72.17 
87.03 74.05 73.48 


Sales Issues) 
561,500 
456,000 
541,400 


673,600 
334,700 
984,700 
647,600 
727,900 


661,300 
277,500 


$1,000.00 REWARD 
For information leading to the arrest and conviction of the person or persons who 
broke into my office and my private files at"42 Broadway, New York, and extracted 
or copied or examined my pe ig eg with my attorney in connection with my 


$100,000 libel suit against Louis 


ther, Editor of the Financial World. 


RICHARD D. WYCKOFF. 





Invention Helps Marconi Wireless 


Weagant Discovery Overcomes Static—Government 
May Take Plants Permanently 





By PRESTON S. KRECKER 





NE of the most dramatic epi- 
sodes of the great war was the 
recourse of Germany, when in 
its final stages she stood like a 

wild beast at bay, to the wireless as a 
means of communicating with the 
world. Flashed from the great radio 
station at Nauen, the messages of Ger- 
many’s government first revealed that 
the most powerful military machine of 
history was in a state of collapse. For 
weeks, while helplessly sparring for 
time, Germany sent no communication 
to an enemy power before first casting 
it on the free air at Nauen for the 
whole world to read. 

The wonders of wireless transmis- 
sion, already magical, have recently 
been enhanced by the invention of Roy 
Weagant, of the engineer staff of the 
Marconi Wireless Telegraph Co. of 
America, by which it is claimed mes- 
sages can be flashed with equally sat- 
isfactory conditions under all atmos- 
pheric conditions. If this claim is sub- 
stantiated by experience, the chief ob- 
stacle to complete success of wireless 
telegraphy and telephony as a practical 
and universal medium of communica- 
tion has been overcome. 


“Static Interference” 

It is not within the scope of this ar- 
ticle to enter into a technical discus- 
sion of this invention, but the main 
point is readily understood. The one 
big handicap to commercial success of 
wireless devices, ever since the prin- 
ciple of radio transmission was dis- 
covered, has been what scientists call 
“static interference.” Translated into 
simple English, this means the inter- 
ference of “free electricity” in the air 
with transmission of radiograms. At 
times this free electricity exists in the 
atmosphere in such quantities that it 
is only with the greatest difficulty that 
a wireless message can be sent. At 
other times service must be suspended, 


-Mr. Weagant claims to have perfected 


a device by which this “static inter- 
ference” has been overcome. 

However, some wire experts and 
scientists ‘so far have not conceded the 
genuineness of Mr. Weagant’s inven- 
tion. Newcombe Carlton, president of 
the Western Union Telegraph Co., has 
expressed doubts that static interfer- 
ence under all conditions has been 
overcome. Possibly more significance 
will be attached to the disinterested 
opinion of Prof. Michael I. Pupin, pro- 
fessor of electro-mechanics at Colum- 
bia University and inventor of the 
“Pupin coil” which made possible the 
long distance telephone. Prof. Pupin 
also expresses doubts and adds: 

“The removal of static interference 
is the great problem of wireless and it 
may never be overcome. An invention 
of such tremendous importance should 
be tested by experts. There already 
are a dozen inventions that will re- 
move static under certain conditions. 
What scientists want to know is 
whether the Weagant invention will 
remove static under all conditions.” 

Mr. Weagant has answered Prof. 
Pupin’s challenge by offering to con- 
duct a series of tests of his invention 
in the presense of experts, beginning 
next July and continuing for three 
months. The question naturally is 
raised why he postpones these tests 
for eight months. His answer is that 
owing to the peculiar atmospheric 
conditions prevailing in summer time, 
static interference is worse then than 
at any other season of the year. He 
wants his invention to undergo the 
most severe test possible and therefor 
has postponed these trials until July, 
August and September of 1919. 

Wire officials are inclined to empha- 
size the fact that wireless messages 
can be picked up by any wireless ap- 
paratus as offering serious objection 
to their use, but in reply officials of the 
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Marconi Company draw attention to 
the almost universal use of codes for 
cable messages. It is estimated that 
fully 90 per cent of commercial cable 
messages are sent in code, while all 
government messages are coded before 
being transmitted. 
Government Ownership 

Unfortunately, just as the Marconi 
Wireless Telegraph Company of Amer- 
ica is on the eve of further important 
expansion as a world factor in trans- 
mission of messages, it is confronted 
with the menace of government own- 
ership. A bill providing for acquisi- 
tion and operation of all wireless sta- 
tions in the United States by the Navy 
Department has been introduced in 
the House although the war is over 
and no necessity for such a step as a 
war time measure can be said to exist. 
For this socialistic development the 
government offers little justification 
excepting that it regards wireless as 
a natural monopoly. It is unlikely, how- 
ever, that the Marconi Company will 
surrender the fruits of years of effort 
and scientific experiment on the eve of 
fruition without a contest in the courts. 
Officials of the company point out that 
there is no special reason for govern- 
ment ownership of wireless that does 
not apply equally well to other means 
of communication. Edward J. Nally, 
general manager of the company, does 
not subscribe to the theory of the gov- 
ernment that  trans-oceanic radio 
transmission is not a serious competi- 
tor of cable communication. Mr. 
Nally says: 

“Commercial cable companies, even 
before the war, recognized in the Mar- 
coni Wireless a competitor in the 
trans-Pacific service which we had in- 
augurated with Japan, and felt com- 
pelled to reduce their rates and to add 
new classes of service which they had 
refused to inaugurate all through the 
vears that they -had enjoyed a mon- 
opoly. The Marconi Company, by rea- 
son of its improved apparatus, par- 
ticularly with the aid of the Weagant 
invention, and through its large organ- 
ization, now is in a position to guaran- 
tee accurate and reliable service to the 
business public at all times and at 


rates lower than those charged by 
cable companies. 


Story of Marconi 


The Marconi Wireless Telegraph 
Company of America was incorporated 
in 1899 to operate under the patents 
of Gugliemo Marconi, the Italian in- 
ventor, now a member of the Italian 
Senate, and other pioneers in the radio 
field. Among the latter were Prof. 
Pupin, already quoted in this article 
as being skeptical of Roy Weagant’s 
invention. In 1912 the company ac- 
quired the assets and patents of the 
United Wireless Company and its ex- 
pansion dates from that time. Through 
the organization in 1917 of the Pan- 
American Wireless Telegraph & Tele- 
phone Co., a Delaware corporation, in 


TABLE I 


Gross Earnings Net 
$ 141,731 $ 23,166 
105,515 14,325 
127,503 28,658 
170,695 
177,914 
121,615 
184,062 
237,932 
1917 682,319 


*No es. 
coleininn “other income.” 
tDeficit after dividends. 


Balance 
1909 $ 3,701 
1910 
1911 
*1912 
*1913 
1914 
1915 
1916 


765,573 


617,773 


which it has a large controlling inter- 
est, the zone of the company’s activi- 
ties has been extended to take in all 
the Americas. The new corporation 
has acquired the rights and patents of 
foreign Marconi systems as well as 
the Poulsen-Pedersen system. It will 
erect a great chain of high power sta- 
tions on the Atlantic Coast as far 
South as Argentine, where valuable 
concessions have been acquired. 
When the United States entered the 
war the plants of the Marconi Com- 
pany were commandeered by the Gov- 
ernment which still retains complete 
control, so that its wire business has 
suffered although it receives compen- 
sation from the United States. It has 
developed a large business, however. 
equipping naval and merchant marine 
vessels with wireless apparatus. Wire- 
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less is not only an adjunct of all naval 
vessels and ocean going steamships, 
but also has been extensively em- 
ployed on aeroplanes, so that loss of 
transmission business has not affected 
the company’s financial position. 
Capitalization originally was $6,- 
650,000 of a par value of $100 a share 
but it has been readjusted a number 
of times, the last time on April 18, 
1912, when the authorized stock was 
increased to $10,000,000 and the par 
value was reduced to $5 a share. 
Until 1912 the company’s earnings 


company distributed 5 per cent. equal 
to 25 cents a share, on Aug. 1 last. 
This conservative policy resulted in the 
accumulation of a surplus, which at the 
end of 1917 totaled $1,419,549. 
Earnings this year are said to be 
even better than they were last year, 
when the company showed a balance 
of $617,773 available for dividends. 
The stock is listed on the New York 
Curb market. Recently it has been 


active around the highest levels of the 
year in response to the news of Roy 
Weagant’s invention, selling above $5 








O = Gross 
@ = Net Earni 
8B = Totol 


Thousonds of Dollars 





MARCONI WIRELESS 
EARNINGS 
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were unimportant but after it took 
over the business of the United Wire- 
less Company in 1912, they improved, 
as will be shown by Table I. Since 
1913 percentage of earnings to capital 
stock has been as follows: 1914, 1.59 
per cent; 1915, 1.89; 1916, 2.60; 1917, 
6.18 per cent. Only two dividends have 
been paid by the company since its or- 
ganization. The first was a 2 per cent 
distribution made on Aug. 13. This 
dividend was not fully earned, the 
annual report for that year showing 
a deficit after dividends of $9,791. Af- 
ter the lapse of a number of years the 


a share. The low of the year was $2.85 
a share. Since 1913 high of the stock 
has been 53 and low 2%. 

It cannot therefore be regarded as 
cheap, nor can the wireless business 
yet be considered a complete commer- 
cial success. The movement for gov- 
ernment ownership, moreover, injects 
an element of uncertainty regarding 
the company’s future. Leaving the 
federal plans out of consideration it 
must be agreed that the company’s 
prospects are brighter for becoming a 
real factor in commercial business 
than they have ever been. 





Public Utility Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded 
as RECOMMENDATIONS to purchase or sell 





ADAMS EXPRESS—June Earnings— 
June gross was $2,707,710, an increase of 
$431,911 over 1917. Deficit after taxes 
was $1,717,549, an increase of $1,546,545 
over 1917. Six months gross was $15,207,- 
125, an increase of 2,039,475 over 1917. De- 
ficit after taxes was $5,980,173, an increase 
of $5,367,361 over 1917. 


AMERICAN TEL. & TEL.—July Earn- 
ings—Total operating revenue was $2,994,- 
529, an increase of $423,880 over 1917. 
Operating income was $1,051,314, a de- 
crease of $38,025 from 1917. Six months 


total operating revenue was $20,379,075, an 
increase of $1,784,398 over 1917. Operating 
re an increase of $656,- 


income was 
457 over 191 


BAY STATE STREET RY.—Hearing— 
On petition of receiver Donham, for in- 
structions in regard to the stopping of ser- 
vice on certain lines of this company be- 
cause the lines are not earning expenses 
and because the Public Service Commis- 
sion has delayed till Dec. 10, the increase 
in fares to 10c, the United States District 
Court has called for a public hearing at the 
Federal Building for Nov. 20. 


NEW YORK RAILWAYS—Fight for 
Higher Fares—Company is still pressing its 
claims for higher car fares, and points to 
increases authorized in other cities as an 
argument that similar treatment should be 
accorded traction lines in New York City. 
Public Service Commission is said to fear 
that any increase in fares on the surface 
lines would divert traffic to the rapid 
transit lines, and add to the congestion on 
those lines. Doubtless the rapid transit 
lines would not object to a fare increase if 
it were desired to avoid different rates of 
fares. In the recent annual report, Presi- 
dent Shonts of the New York Railways Ce. 
intimated that a receivership might be pre- 
cipitated unless fares were_raised. 


PHILADELPHIA ELECTRIC—To of- 
fer New Stock—A 20% stock allotment was 
authorized stockholders being given the 
privilege of subscribing to the $4,997,550 
new stock at par $25 per share. The au- 
thorized capital is $50,000,000 and there is 
$24,987,750 now outstanding. The new is- 
sue has been approved by the Capital Is- 
sues Committee. Subscriptions to whole 
shares will be payable $12.50 per share 
Jan. 15, 1919, and $12.50 March 15, 1919. 
Interest will be allowed at the rate of 6% 
per annum on the first instalment from 
Jan. 15, 1919, to March 15, 1919. The new 
stock will be entitled to participate in divi- 
dends thereafter declared. Stock allotment 
warrants will be void if subscriptions are 
not made and the first installment paid 
thereon by the 15th day of January, 1919. 


Subscriptions” for fractions of shares shall 
be payable in full on or before January 15, 
1919, and the right to subscribe shall ter- 
minate on that date. Stock certificates for 
“fractional shares will be issued only when 
presented in full share lots on or about 
April 1, 1919. 


THIRD AVE. RY.—Annual Report— 
Showed a deficit for the year of $456,503 as 
compared to a deficit of $1,788,226 in 1917. 
S. W. Huff, President of the company, said 
that, while subway and elevated competi- 
tion and other causes have so reduced oper- 
ating revenues as to put them practically 
on a par with the year 1913, the increased 
cost of labor and material has increased 
operating expenses for the year 1918 ap- 
proximately $1,000,000 above those for the 
year 1913. This in spite of every economy 
that it has been possible to effect during 
the year 1918, and it is a clear illustration 
of the increased cost of street railway 
operation under the present abnormal con- 
ditions. 

“For the first six months of the fiscal 
year ended June 30, 1918, it was found that 
there had been earned above operating ex- 
penses, taxes and interest on underlying 
bonds $494,386. To preserve the company’s 
credit in the face of constantly decreasing 
earnings combined with large and con- 
tinued increases in the cost of operation, 
it was deemed necessary and advisable to 
set this amount aside to secure the proper, 
safe and adequate maintenance, equipment 
and operation of the road and to preserve 
its earning capacity. 

For the last six months of the fiscal year 
ended June 30, 1918, there was earned above 
operating expenses, taxes and underlying 
interest, the sum of $175,910.57, which is 
less than one per cent, the minimum that 
can be declared payable as interest under 
the adjustment income mortgage.” 


TWIN CITY RAPID TRANSIT—Out- 
look—Reported that dividends on common 
stock will be resumed in near future. From 
1909 until March, 1918, 6% annually was 
paid. If no action is taken at the Decem- 
ber meeting of the directors, the question 
will go over until next march. Earnings 
for the nine months ended September 30, 
1918, were equal to about $2.15 on the com- 
mon stock. At this rate earnings for the 
full year should be about $3 a share on the 
common compared with $6.03 in 1917. So 
far the company has not been able to get 
any action from the authorities of St. Paul 
or Minneapolis with regard to the question 
of a fare increase. The five cent rate ob- 
tains. Until the evil days came, Twin City 
had the reputation of being one of the 
steadiest of the public utility stocks, and 
was regarded most favorably. 


(299) 





FINANCING YOUR BUSINESS 


A New Department for the Capitalist, Banker and Business Man 


Article 3—How 


to Obtain Bank 


Accommodations 


Suggestions for the Prospective Borrower—Looking at the 
Matter from the Banker’s Point of View 





By ALBERT 


K. ELLISON 





HE advice of old Polonius 
about borrowing may have 
been perfectly good advice 

, while he was alive and it may 
yet be good so far as the individual is 
concerned, if said individual desires to 
mortgage his home to buy a flivver. 
The good old gentleman’s advice to be 
neither a borrower or a lender is no 
good when it comes to business. Every 
progressive business finds out sooner 
or later that it is necessary to borrow 
money. 

This portion of the series of articles 
on business is primarily for the reader 
who is engaged in a business of his 
own either in a small or a large city. 
It may be that his business is in the 
form of a partnership; he may own it 
all for himself, or it may be a corpora- 
tion. No matter what form the busi- 
ness may be; the man who has charge 
of its affairs will only be able to bor- 
row money if the character of the busi- 
ness is first class and if his own char- 
acter is above reproach. 

The majority of readers who will 
be interested in this article are those 
who live in towns and smaller cities. 
Metropolitan business men can apply 
the principles which are set forth, how- 
ever, in connection with the relations 
with New York City banks. After all, 
what goes in one place is very likely to 
be the same in another. with slight 
modifications. 


The Banker’s Point of View 
The writer recently talked with the 


head of a country bank whose re- 
sources were over two million dollars. 


During the conversation the question 
was asked, “Who is entitled to borrow 
money ?” 

“In the first place,” was the answer,” 
the man who has been in the habit of 
keeping up a good balance in his ac- 
count gets the first consideration. In 
fact it.is doubtful if we would loan 
money to any individual who has not 
done business with us and whose busi- 
ness shows him to be capable. But 
even the keeping of a good account 
does not always fulfill the require- 
ments necessary for borrowing. 

“Personality is one of the greatest 
assets that a man can have and it is 
required as a consideration for borrow- 
ing purposes. You surely do not think 
that we would loan money to a man 
who had the reputation for tricky deal- 
ing. We would think that there was 
something wrong with his collateral 
no matter how good it looked on the 
surface. He would never be able to 
get a cent without good collateral and, 
if we did finally decide to give him 
what he desired, the protection would 
be necessarily without flaw.” 

“Suppose I were a grocer and called 
upon your bank for $1,000,” suggested 
the questioner, “would I get it?” 

“You certainly would not unless you 
could show me that this $1,000 was ab- 
solutely necessary to save you from 
bankruptcy and unless in addition you 
fulfilled all the requirements as to past 
good financial record, good personality 
and something of a tangible nature to 
protect your loan. The reason why 
you would be refused at this time is 
that our bank is loaning all of its avail- 
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able resources to the United States 
Government. The Government has the 
first call upon us. When this condi- 
tion is eliminated, we will be able to 
take care of local matters.” 

It will thus be seen that the situa- 
tion governing money conditions 
throughout the United States may af- 
fect the small business man in the 
small town. On the other hand gen- 
eral conditions may be satisfactory but 
some factors of an adverse character, 
regarding finance, may affect a par- 
ticular locality. Smithtown may be 
the center of the leather industry and 
the Government may remove the tariff 
from imports on leather. Europe 
might be able to sell leather cheaper 
than the manufacturers of Smithtown. 
Under these conditions it is not likely 
that the Smithtown Bank & Trust Co. 
will loan its funds to the local manu- 
facturers nor to any whose revenue is 
indirectly derived from that business. 

“And the borrower must have a real 
reason for his demand,” continued the 
country banker. “If we found out 


that he wanted the money for specula- 
tion today, he would not get it under 
any conditions.” 
Must be Frank 
The borrower must treat his banker 
just the same as a member of the 
Roman Church confides in his Father 


Confessor. This relationship of 
course existing only in financial mat- 
ters. When the applicant desires a 
loan, there is nothing else for him 
to do but to tell his story without 
trills and to talk facts, not theories. 
It must be remembered that the 
banker is not only loaning his own 
money—the bank’s capital—but he is 
loaning the money of thousands of de- 
positors, for whose hard earned funds 
he acts as trustee. The disappointed 
borrower very often curses the bank 
official who refuses him. The bank 
official might have been perfectly will- 
ing to take a risk with his own funds 
but he could not rightfully risk the 
funds of others. In making a loan it 
is well for the borrower to know that 
the money he has borrowed comes 
from one, two or two hundred of his 
friends and fellow tradesmen. 


“Environment,” suggested the bank- 
er,” is another consideration for de- 
termining the advisability of granting 
a loan. 

“If the applicant is established in 
business in a good locality and his cus- 
tomers are likely to pay him promptly 
and do a good business with him, he 
is more likely to get that for which he 
asks than the man who establishes his 
business in a place which on its repu- 
tation in the past is known to be bad. 
A butcher shop far out in the country 
away from a center of population will 
not do so well as the butcher shop 
which is in the center of a prosperous 
and growing community. A hardware 
store in a community of ‘crooks’ is not 
likely to get much accommodation 
from the banks.” 

The banker watches his prospective. 
customer from the moment said pros- 
pect goes into business. He finds out 
if the general public has faith in the 
merchant, if the merchant employs 
good buyers and insists on a high 
standard from the employees with re- 
lation to the customers. The quality 
of the goods sold is another considera- 
tion and the merchant who employs 
tricks and brags about his ability to 
get the best of his customers is not 
likely to get much accommodation. 

Back in 1910 a young man arrived 
in a medium sized city and took a job 
driving a grocery wagon for the lead- 
ing and most prosperous merchant in 
the city. His pleasant smile and at- 
tention to his work attracted the atten- 
tion of his employer but more than this 
it attracted the attention of the cus- 
tomers. After a few months, the cus- 
tomers got into the habit of asking 
for John Dillon, the new employee, for 
he had been promoted to salesman in 
the store. Dillon very soon built up a 
business of a personal character which 
was very useful to his employer. 

The young man realized that he had 
an asset and one day announced the 
opening of a store of his own to com- 
pete with his former employer. He 
had saved up considerable money and 
had sufficient credit with the whole- 
salers to get started. For the first two 
years he barely made ends meet and 
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his inroads into the business of his 
former employer were not very great. 

Dillon had cultivated the acquain- 
tance of the bank officials of his town. 
He made it his business to keep as 
good a balance as possible in all of the 
banks and in addition he was accus- 
tomed to drop in now and then to dis- 
cuss matters with the president or the 
cashier. He had no air of bravado and 
did not make any false statements. 
He did, however, tell of his victories in 
being able to buy cheap and sell at a 
fair profit. He also saw to it that his 
customers talked about the quality of 
his goods and the excellent manner 
with which they were treated. 

One day Dillon came to the realiza- 
tion that potatoes were going to be 
scarce. He had an opportunity to get 
three car loads but he was compelled 
to pay cash on delivery. He told his 
story to the cashier and explained in 
detail just what he wished to do. The 
cashier said, “Potatoes are not good 
bank security and suppose that you 
did not sell them?” 

Why He Got the Loan 

But nevertheless Dillon got his loan. 
The reason that he got it was that he 
had shown these men that he was 
competent, that he played safe, that 
his customers liked him, that he was 
getting the bulk of the best business 
away from his old boss, that he was 
not accepting any bad accounts or per- 
mitting any accounts to grow too 
large, that his individual habits were 
those of honesty and that the entire 
city had confidence in him. 

The banker knew the history of 
Dillon. He knew that the young man 
had always paid his debts in a prompt 
and business-like manner. He real- 
ized that the judgment of the young 
man had been good in the past and 
that his judgment about the potato 
deal was likely to be right. 

The business man who meets his 
notes promptly will establish a repu- 
tation which will be a basis for more 
borrowing, with probably less collat- 
eral security, in the future. The busi- 
ness man who never cleans house and 
who has his “paper” always in circu- 
lation will find that his accommoda- 


tions at the bank will be restricted. 

The prospective borrower must never 
hide facts or misrepresent them. The 
country banker, mentioned above, told 
a story of how one man who had never 
had an account at his bank and who 
had never advertised his personality 
attempted to negotiate a loan by hav- 
ing one of his friends, who was a de- 
positor at the bank, put his name on 
the note as security. The banker asked 
the proposed borrower if the funds 
were for the accommodation of the 
friend or himself. As the funds were 
for the use of the “unknown” the 
banker refused the application. If the 
man who was well known and who 
maintained a balance had asked for 
the funds for his own use, the appli- 
cation would likely have been granted. 

In the little A. W. Shaw publication 
entitled “How to Finance a Business” 
a story is told of a man who went into 
the office of a New York banker with 
a statement which was perfectly true 
as far as the business itself went. He, 
however, suppressed the fact that he, 
personally, had borrowed to the limit 
on his life insurance. As it happened, 
that was important and it happened 
also that the check had gone through 
this bank and the fact had been noted. 
The loan was naturally refused. 


What the Would-be Borrower 
Must Do 

The following items are worth while 
considering by the business man, who 
might some day need financial assist- 
ance. No one can be certain that he 
will not need this assistance so that it 
is well to prepare the way from the 
start: 

Be introduced to the proper officials 
of the banks in your locality by the 
right kind of acquaintances. 

Establish yourself in the community 
so as to build up a reputation for hon- 
esty and square dealing. 

Be absolutely above board in mak- 
ing any statements regarding your 
affairs. Do not attempt to hide any- 


thing which the bank should know. 
Establish your business in a section 
which has the proper environment for 
a healthy growth. 
Do not permit your accounts to 
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grow out of proportion to the ability 
of your customers to pay. Rather 
cease doing business than to permit 
bad accounts to get the upper hand. 
There is no use doing business with- 
out profit. 

Make sure that your assets are 
easily liquidated. 

Never exaggerate the situation in 
connection with the affairs of your 
business. 

Do not apply for accommodation 
for purposes of a speculative character 
which are not directly related to your 
business. In other words do not ask 
the bank to loan you money on your 


The Coming Industrial Expansion of the 


grocery business for the purpose of 
buying mining shares. 

Do not get private endorsement on 
your paper unless it is absolutely nec- 
essary. To get other endorsement of 
this character implies a weakness. 

Always meet the terms of the loan. 
When due pay off the loan or a large 
proportion of it. Do not borrow unless 
you first see your way clear to meet 
all the requirements in connection with 
the loan. 

As Mr. George M. Reynolds says, 
“Banks base credit on the assurance 
that borrowers can pay out of their 
quick assets.” 








World 


Some Economic Factors that will Play a Dominant Part 





ITH peace an accomplished fact, 
we are face to face with its prob- 
lems and with those involved in 
the readjustments of finance and 

business from a war to a peace basis, 
says the Guaranty Trust Co. of New 
York in an interesting bulletin. And the 
most important question confronting our 
industrial and financial leaders is: What 
will be the major trend of economic de- 
velopments ? 

The best approach to an answer to this 
question seems to be.an interpretation of 
relevant developments already in process 
before the war intervened. The provi- 
sion of essential transportation agencies 
in the industrial and geographical fron- 
tiers of the world indicates that a com- 
bination of economic forces was laying 
the foundations before the war for a 
period of unusual world-wide industrial 
expansion. 


Post-War Outlook 


The total of new railway mileage con- 
structed during the war is doubtless less 
than would have been built had peace 
continued. Moreover, the need for new 
transportation lines will be more urgent 
now than before the war. Demand for 
oodstuffs and raw materials of manu- 
‘acture will give extraordinary stimulus 
(9 the settlement and exploitation of the 
‘rontier regions. Meanwhile, the steel 
producing capacity of the world has been 


increased, and this, together with the 
new shipbuilding facilities, will make 
possible both the speedy prosecution of 
the railway building programs and the 
provision of merchant ships. The in- 
creased productive equipment and im- 
provements in industrial processes inci- 
dent to the war will tend to lighten the 
task of readjusting industry. 

It would appear, then, that economic 
forces of world-wide scope were laying 
the bases at the outbreak of the war for 
industrial expansion and that in a gen- 
eral way the main arteries of communi- 
cation have been constructed, or are in 
process of construction, to open up the 
world’s undeveloped areas. During the 
further extension of these arteries it is 
not to be expected that a large immediate 
expansion of the world’s business will 
result. It takes some time after trans- 
portation lines are laid before regions 
are developed to such an extent as to be 
felt appreciably in the world’s business. 

Our financial and industrial leaders 
are now confronted with the problems in- 
cident to the readjustment of industry to 
a peace basis. The difficulties of the 
present task will be lightened and the 
strength of our industrial fabric in- 
creased if our leaders keep in mind the 
long-term development of world enter- 
prise, which promises a period of almost 
unparalleled opportunities for the profit- 
able expansion of business. 





MINING AND OIL 


Possibilities of Greene Cananea 


Looks Forward to Uninterrupted Operations—Dividend 
Prospects—Position of Stock 





By FRANK J. WILLIAMS 





HE possibilities of the Greene 
Cananea Copper Company as a 

Gina) constructive copper are great 
— and are unappreciated at the 
present time. This statement was 
made recently by a well-known expert 
mining engineer, and a close study of 
conditions surrounding the operations 
of the company tends to corroborate it. 

Unfair taxation, acute labor trou- 
bles, hampered transportation facilities 
and actual occupation of its property 
and plants by armed revolutionists are 
only a few of the obstacles which have 
been met and overcome by the man- 
, agers of the Greene Cananea Copper 
Company. Despite these well-nigh in- 
tolerable circumstances, the company 
has made the most of every oppor- 
tunity to profitably work its mines and 
has liberally rewarded its stockholders, 
besides building up a huge surplus in 
the treasury. 

The technical position of the com- 
pany has also been further strength- 
ened by the elimination of all unneces- 
sary subsidiary holding and operating 
companies, which will affect a material 
saving not only in duplication of work 
but in taxes as well. Prior to 1917 the 
Greene Cananea Copper Company was 
the owner of all the shares of the San 
Pedro Copper Company, a Mexican 
corporation, and of 961,869 shares out 
of an outstanding issue of 1,000,000 
shares of the capital stock of the 
Greene Consolidated Copper Com- 
pany, a West Virginia corporation, 
which company in turn. owned all of 
the shares of The Cananea Consoli- 
dated Copper Company, a Mexican 
corporation. In May, 1917, an offer 
was made to the stockholders of the 
Greene Consolidated Copper Company 


to purchase all of the property and as- 
sets of that corporation, with the re- 
sult that the sale was finally consum- 
mated and the title passed July, 1917. 
The San Pedro Company likewise sold 
all its properties to the Cananea Con- 
solidated Company and the property 
was transferred the first of the current 
year. 
Irregular Operation 

Owing to the unsettled conditions in 
Mexico, the properties of the Greene 
Cananea Company were operated in- 
termittently during the years 1913, 1914 
and 1915, and there was a sharp falling 
off in production (see Table I). The 
two latter years were particularly bad 
in this respect, the properties being 
closed approximately 12 out of the 24 
months. The company, however, was 
enabled to operate continuously with 
only a minor interruption in 1916 and 
production reached a new high record 
in that year of 62,250,067 pounds. 
which compared with 16,335,081 
pounds in the previous year. 

In 1917 the properties were only 
operated from January 1 to June 22, 
when on account of conditions brought 
about by Mexican officials the mines 
and plants were closed until December, 
and all American employees with- 
drawn from Cananea. Thus the oper- 
ating period in 1917 was only 6 
months. Had the mines been operated 
the full year, production in 1917 would 
probably have equalled the record high 
figures made in the preceding year. 
As it was, the company produced 27,- 
369,218 pounds of copper, which it dis- 
posed of while copper prices were at 
their highest. Earnings last year were 
approximately $9 a share, against $8 
a share paid in dividends, which com- 
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pared with earnings of $15.70 a share 
in 1916. - 

From the beginning of 1917 the com- 
pany’s mines were operated with in- 
creasing embarrassment from new 
laws, new labor regulations of a radi- 
cal nature and impossible interpreta- 
tions of the same by the local and pro- 
visional state governments. On June 
22 of that year the mines and works 
were closed because the Federal Treas- 
ury Department ordered the closing of 
the Port of Naco, with the consequent 
prevention of the export of bullion, 
provided the company did not pay 
within a specified time a large sum for 
alleged taxes and fines it owed neither 
in law nor in equity. 

Since the resumption of operations 
at the property the monthly output of 
copper and silver has shown a steady 
increase (see Table I). From a pro- 
duction of 3,130,000 pounds of copper 
and 96,970 ounces of silver in January, 
1918, the company increased its output 
to 5,000,000 pounds of copper and 146,- 
000 ounces of silver in July, 1918, es- 
tablishing a new high record for 
eighteen months. This record per- 
formance was repeated in August, but 
production fell off slightly in Septem- 
ber and October. In the six months 
ended June 30, 1918, the total output 
of the red metal was 23,780,000 pounds 
and that of silver 626,370 ounces. This 
was about 3,000,000 pounds and 100,- 
000 ounces, respectively, below out- 
puts for the corresponding period in 
1916. For the ten months ending Oc- 
tober 31, the output totalled approxi- 
mately 43,000,000 pounds, and should 
the same rate of production be main- 
tained during the last two months of 
the year, the total for 1918 will be only 
a little below that of 1916, the record 
year. 

Rapidly increasing cost of materials, 
together with the operation of the 8- 
hour law in Mexico, had their effect on 
1917 costs, and their further effect has 
been felt during the current year. The 
direct operating cost of producing cop- 
per, including selling expenses, in 1917 
was 13.875 cents a pound. The pro- 
duction tax on copper was 2.564 cents 
a pound, making a total direct cost of 


16.439 cents a pound. Added to this 
were shut-down expenses of .901 cents 
a pound and reserve for repairs inci- 
dent to shut-down .611 cents, making 
a final total of 17.951 cents a pound, 
comparing with a cost of only 11.35 
cents a pound in 1916. In 1917 the 
company obtained 27.038 cents a pound 
for its copper and in 1916, 25.54 cents a 
pound. It is estimated that during the 
first half of 1918 the company earned a 
profit of 7 cents a pound on its 23,870,- 
000 pounds of copper. 

Thus it will be seen that the com- 
pany produced approximately 62,250,- 








TABLE I—MONTHLY PRODUCTION 
1918 (Combined Companies) 


September 
October 


43,070,000 
*10 months. 








000 pounds of copper in 1916 with a 
margin of profit of about 14 cents a 
pound and showed net earnings at the 
end of the twelve months of $7,673,184, 
compared with earnings of $1,410,544 
in 1915, in which year only 16,335,081 
pounds of copper were produced at an 
average profit.of about 8 cents a 
pound. In 1917 27,370,000 pounds of 
copper were produced and sold at an 
average profit of 10 cents a pound and 
net earnings of $2,497,888 were shown. 
It is estimated that during the first 
half of 1918 the company earned about 
$1,670,900. 

To obtain an idea of what the com- 
pany can do when let alone one only 
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has to glance at Table II, which 
shows that the ratio of total expendi- 
tures to gross revenues in 1916 was the 
lowest in its history. That year was 
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the first since 1912 that the company 
was enabled to operate through the 
full twelve months without interrup- 
tion. 

On the other hand, Table II shows 
how the operating costs jumped in 


1914 and 1917, the two most unsettled 
years. The showing made in 1916 
lends color to the belief that Greene 
Cananea could so keep costs down un- 
der normal circumstances that earn- 
ings would not suffer greatly even if 
the price of copper were to be cut. In 
other words, officials of the company 
believe that the present margin of 
profit will not appreciably shrink. It 
is a logical conclusion that the price 
of copper will recede only as the cost 
recedes. 


Financial Position 


The financial position of the Greene 
Cananea Copper Company is very 
strong, having at the close of 1917 
liquid assets of more than $8,000,000, 
of which close to $6,000,000 was cash. 
The company has no funded debt. Its 
fixed assets, including real estate, 
mines and mining claims, railways, 
buildings and equipment and furniture 
and fixtures are valued at more than 
$50,000,000. The net working capital 
as of December 31, 1917, was $7,513,- 
195. 

Greene Cananea has an authorized 
capital stock of $60,000,000. That is, 
600,000 shares of $100 each, of which 
500,000 shares, or $50,000,000, is out- 
standing. For the eight years 1910 to 
1917, inclusive, aggregate net profits 
available for dividends was $19,216,- 
032, the annual average being $2,402,- 
004. Percentage earned on the com- 
pany’s $5,000,000 capital stock for the 
eight years was $38.43, an annual aver- 
age of $4.80 a share. 

On December 31, 1917, the net as- 
sets applicable to the capital stock 
amounted to $58,048,651, or about $116 
a share of $100 par value. The par 
value of the stock was changed from 
$20 to $100 in June, 1913, by exchang- 
ing 5 shares of old stock for 1 share of 
new stock. The Anaconda Copper 
Company owns $3,350,000 of the out- 
standing stock. 

Regular disbursements to  stock- 
holders of Greene Cananea began in 
May, 1916, and have continued without 
interruption despite the long suspen- 
sion of operations during the last half 
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of 1917. It was estimated that Che cur- 
tailment and subsequent six months’ 
shut-down in 1917 cost the company in 
excess of $3,000,000, this representing 
what would probably have accrued in 
net profits. The actual drain on the 
treasury during that period was com- 
paratively small, however, being con- 
fined principally to dividend payments. 

The action of the company’s direc- 
tors in continuing $2 a share quarterly 
during 1917 was, therefore, taken as 
an indication of its prosperous condi- 
tion, as the net income in 1917 was 
about $1,500,000 too small to pay this 
distribution, necessitating dipping into 
the surplus. 

Formerly the various subsidiary 
companies of the Greene Cananea Cop- 
per Company owned a very large num- 
ber of mining claims located in 
Cananea. Owing, however, to the 
large increase in taxation levied by the 
Mexican government on mining prop- 
erties, this acreage was decreased so 
that the company’s present holdings 
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illed at the company’s concentrator. 
122,349 tons ‘of ore were 
treated by flotation. At the smelter 
481,632 dry tons of new copper bear- 
ing material from all sources were 
treated at a cost of $2.61 a ton. The 
average number of shifts worked was 
3,794 natives and 185 foreigners, mak- 
ing a total of 3,979. On resumption 
it was decided to increase wages about 
12% per cent., and on account of the 
metal money of the country not being 
available, arrangements were made to 
pay in American money. 


Dividend Prospects 


In certain quarters in Wall Street 
some skepticism has been shown as to 
whether the company will be able to 
continue quarterly dividends of $2 a 
share. It is pointed out that in the 
first half of the current year the com- 
pany paid out $1,948,000 in dividends 
and earned only $1,670,900. It has 
been shown in this article, however, 
that during the latter half of 1918 the 


TABLE II—COMBINED COMPANIES 
1913 1914 1915 1916 1917 
$7,762,469 $3,639,098 $3,697,443 $17,535,366 $9,133,086 
3,171, '880 2,388,741 10,326,412 6,623,137 
87.2 64.6 58.8 72.5 
638,955 1,410,544 7,673,184 2,497,888 
$2. 00 0 $7.00 $8.00 


Gross earnings 

Total operating expenditures —" 
Ratio to gross revenue 71. 

Net income 


Dividends paid 


amount to 14,250 acres formerly owned 
by the Greene Consolidated Company 
and 1,324 acres formerly of San Pedro 
Copper Company, making a total of 
15,574 acres. 

The various mines include ores of 
many characters, although direct 
smelting material furnishes the bulk of 
the copper. As is the case with all 
deep vein mining property, it does not 
pay the company to make a great out- 
lay on forward development work, but 
it has been authoritatively stated that 
the property has a long life. 

During 1917 many improvements 
were carried out at the company’s 
property, including the erection of 
combination ore bins which eliminated 
the use of costly belt conveyors with 
their several attendants. During that 
year 171,202 dry tons of ore were 


company did considerably better. It 
has likewise been pointed out that 
Greene Cananea has its best days to 
come. The company’s costs have been 
kept up in past years by indirect ex- 
penses, which will be eliminated under 
the favorable conditions under which 
the mines are being worked. 

The conclusion is, then, that the 
stock of this company has good pros- 
pects for the long pull. At the present 
writing it is selling out of line with 
some of the other copper issues, yield- 
ing as it does nearly 20 per cent. on in- 
vestment. Even if the directors of the 
company should decide to cut the div- 
idend in half during this period of re- 
trenchment, the stock would still be 
well worth its present price, showing 
in that case a yield of nearly 10 per 
cent, 











a 














Cosden’s Peace Prospects 


Outlook for Earnings and Dividends — Properties and 
Production—Investment Rating of 
Bonds and Stocks 





By JOHN MORROW 





HERE was a time when the great 
an bulk of the petroleum produc- 
fe tion of the country was in the 

hands of highly concentrated 
capital, and the independent producer 
was an unimportant factor, and as a 
class unable to make even a small im- 
pression in the industry. Now there 
is a strong group of so-called indepen- 
dent producers, who have ample finan- 
cial backing, and whose companies are 
attracting a growing list of share- 
holders. 

Cosden & Co., one of these indepen- 
dent companies, is rated among the 
stronger group. It is not an old com- 
pany as corporations go, but the oil 
industry, in the wider sense, is com- 
paratively young, and the youth of any 
company is not a liability. 


Creating an Economic Unit 


Cosden & Co. was incorporated in 
July, 1917, as the result of a merger 
of Cosden & Co. and the Cosden Oil & 
Gas Co. Cosden & Co. was incor- 
porated in 1913 and Cosden Oil & Gas 
in 1916. The first named was the re- 
fining and distributing concern, and 
Cosden Oil and Gas the prodtcing 
company. The same intetests were 
prominent in both and the combina- 
tion wag a natural step. The advan- 
tages of the plan included the creation 
of a single economic unit and more 
efficient handling of business, with the 
producing, refining and distributing 
ends working under unified control. 

The original Cosden & Co. had a 
total capital of $11,743,870, consisting 
of $5,473,000 bonds, $518,000 equip- 
ment trust notes and $5,752,870 stock. 
Cosden Oil & Gas had a capitalization 
of $16,383,920, made up of $5,997,000 
6% notes, $3,477,515 preferred and 
$6,909,405 common stock. The com- 
_bined company has a capitalization of 


$33,223,264, of which $10,706,500 is 
bonds, $1,463,559 serial car purchase 
notes, $3,481,110 7% preferred stock 
and $17,572,095 common. Shares of 
the preferred and common are $5 par 
value. They are not listed upon the 
New York Stock Exchange, but com- 
mand an active market upon the New 
York Curb. 

The merger was affected upon the 
following basis: the first mortgage 
sinking fund bonds of Cosden & Co. 
were exchanged par for par for fifteen 
year 6% convertible sinking fund 
bonds of the new company, and the 
three year 6% notes of the Cosden Oil 
& Gas Co. were exchanged for the 
same bond of the new company on the 
same basis. The common stocks of 
both Cosden & Co. and Cosden Oil & 
and Gas were exchanged par for par 
for common shares of the merged con- 
cern, while the preferred stock of Cos- 
den Oil and Gas was exchanged share 
for share for preferred stock of the 
new company. 


Bonds 

At the present time there are a few 
of the old first mortgage 6% bonds of 
Cosden & Co. outstanding, and a smail 
amount of the Cosden Oil & Gas three 
year notes still unexchanged. As of 
June 30, 1918, there were in the hands 
of the public $869,000 first mortgage 
6s, due 1926, and $380,000 three year 
6% notes. These notes mature next 
year, but the obligation is so small 
that the maturity may easily be pro- 
vided for, and in addition there is the 
probability that before maturity more 
of the notes will be turned in for the 
fifteen year convertible issue, due 1932, 
which is the principal funded obliga- 
tion of the present Cosden & Co. 

These bonds are designated “fifteen 
year 6% sinking fund convertible gold 
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bonds,” due 1932. Including the un- 
exchanged securities of the two old 
companies still out, total annual in- 
terest charges are about $642,390, an 
amount which current earnings cover 
by a substantial margin. The conver- 
sion features of the fifteen year 6% 
bonds are as follows: 





TABLE I—PRICE RANGE COSDEN & 
CO. COMMON STOCK 





Low 
8% 
5% 








Series A (representing the exchange 
of the old first mortgage Cosden & Co. 
6s) are convertible into common stock 
at $13.95 a share on or before July 1, 
1919, and thereafter at $15 a share. 

Series B (representing the exchange 
of the 6% notes of Cosden Oil & Gas) 
are convertible into common stock at 
$12.55 a share on or before July 1, 
1919; thereafter at $15 a share. 

Before either one of these conversion 
privileges would be worth exercising, 
the common stock would have to enjo 
a substantial rise in price, and as both 
Series A and Series B will be on an 
equal basis after next July, there is 
little or nothing to choose between the 
two classes. 


Dividends and Earnings 


Before the merger in July, 1917, 
both of the old companies had estab- 
lished themselves as liberal dividend 
payers. At the time of the combina- 
tion, Cosden & Co. was paying at the 
rate of 28% on a par value of $5, and 
Cosden Oil & Gas at the rate of 20% 
on a par value of $5. The first divi- 
dend on the common stock of the 
merged company was declared in Sep- 
tember, 1917, with a payment of 2% 
as a regular dividend, and 4% extra. 

In the first part of 1918 a stock divi- 
dend of 5% was declared in lieu of a 
cash distribution, and the same divi- 
dend was declared in the two succeed- 
ing quarters. In October, 1918, direc- 
tors deemed it safe to return to a cash 
dividend basis, and ordered a quarterly 
cash dividend of 2%4% or 12% cents 
a share. While this rate has not been 


firmly or long enough established to 
be regarded as a safe 10% annual rate, 
earnings appear to favor its continu- 
ance barring an unforseen shift in for- 
tune. An oil stock such as Cosden 
common may not, of course, be en- 
titled to an investment rating. 

Shortly after the merger in 1917 
640,000 additional shares of common 
stock were offered at $10 a share, and 
the subsequent action of the stock has 
indicated that this subscription price 
was rather high. 


High Operating Costs 


Earnings of Cosden & Co. in the first 
part of this year were rather poor, and 
this was explained by President J. S. 
Cosden on the ground that during the 
greater part of the winter months it 
was impossible to operate the business 
in a satisfactory manner owing to the 
congested condition of the railroads. 
In addition, Mr. Cosden pointed out 
that cost of labor has increased about 
50%, and all materials used in the 
manufacture of petroleum products 
have advanced from 100% to 300%. 
This condition was perhaps most ac- 
tually felt in the early part of 1918 and 
probably played a big part in inducing 
directors to declare stock dividends. 





TABLE II—EARNINGS STATEMENT 
FOR YEAR ENDED DEC. 31, 1917 
Operating income 
Depreciation, war taxes, 
charges 
Net income 
Total dividends 











President Cosden has expected that 
the earnings for the second six months 
of 1918 would be materially larger than 
the totals for the first six months, For 
example in June, total sales from the 
refineries were $2,521,104 against 
$1,545,807 for June, 1917. As far as 
the financial position of the company 
is concerned, President Cosden is au- 
thority for the statement that it is ex- 
pected that by January, 1919, the com- 
pany will be free of debt except for its 
bonds. Reference to the graph wil: 
show the trend of working capital 
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since March, 1917. The total on June 
30, 1918, of $3,099,444 was slightly bet- 
ter than on January 1, 1918, when work- 
ing capital was $2,722,677. 

For the six months ended June 30, 
1918, earnings were reported of $3,- 
819,171, with dividends charged of 
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$1,759,138, leaving an apparent sur- 
plus of $2,060,033. But no mention 
has been made of whether these earn- 
ings were after allowance for war 
taxes. An accompanying table gives 
the results for the year énded Decem- 
ber 31, 1917. From these figures it 
may be shown that net earnings, after 
deducting preferred dividends for the 
year, were equal to something better 
than $1 a share earned on the $15,927,- 
995 common stock outstanding at the 
end of 1917. As of June 30, 1918, there 
was $17,572,095 common out, the in- 
crease being due to the declaration of 
stock dividends. 


Oil Production 
During the war the demand for 
petroleum products was so large and 
so constant that to expect big profits 
from the oil producing companies 
seemed quite natural and yet Cosden 


& Co. was faced with conditions dur- 
ing the past year that prevented an 
exhibit of earnings of a size that was 
expected in some quarters. These con- 
ditions were largely beyond the con- 
trol of the company. At present Cos- 
den is apparently at a period where it 
is working out of those unfavorable 
conditions. The company has the 
facilities, the equipment and the or- 
ganization. While the two companies 
out of which the merger grew had es- 
tablished a market for their products 
before the United States entered the 
war, their business has been developed 
during a war period and earning power 
has not been fully tested under condi- 
tions that might be called normal. 


Oil Prospects 


As the end of the war neared, oil 
stocks were generally called first class 
peace prospects. But there were 
doubters, and at present the division 
of opinion holds, but this same diver- 
gence applies equally to almost all 
classes of corporations no matter what 
their business may be. The questions 
of the future trend of oil products, and 
the costs of production are still open. 
Also, the matter of export demand 
looms up as an interesting factor. 
During the war the neutral nations of 
Europe have suffered a shortage of oil 
supplies, but the great consumption by 
belligerents has offset the decrease in 
exports to neutrals. 

These factors will probably make 
for uncertainty until the processes of 
readjustment may be seen more clear- 
ly, and this uncertainty may be re- 
flected in the market prices of oil 
shares like those of Cosden & Co. 


The common stock is well thought 
of by investors who favor the low- 
priced oil issues, and the facts pre- 
sented appear to justify their confi- 
dence. It would seem that holders or 
purchasers willing to disregard the 
market, and hold their shares for a 
fairly long pull should benefit mater- 
ially. The bonds and preferred stock 
are business men’s investments of a. 
more conservative character, yielding 
an income which is liberal and fairly 
well secured, 





Milking the Mexican Oil Companies 


The Difficulties in Operating Oil Properties In Mexico— 
Taxes, Assessments and Hold-ups Running Into 
Millions of Dollars 





By F. L. FONTAINE 





EOPLE in the States cannot 

possibly appreciate the tre- 

mendous obstacles which the 

Americans have had to sur- 
mount in operating their oil properties 
in Mexico. They have had the usual 
obstacles which nature has placed in 
the way of all oil operators, and they 
as well have had to surmount the al- 
most impossible task of satisfying the 
rapacity of whoever happened to be in 
control of the particular district in 
which they have been operating. They 
have been robbed either legally or il- 
legally of millions of dollars and the 
wonder is that they have lived to have 
told of them a tale of robbery exceeded 
probably in modern times only by the 
robbery of conquered territory by the 
Huns. That they have survived at all 
is a tribute to the wonderful richness 
of the Mexican oil fields. 


The Rich Pluckings 


The unscrupulous mining and oil 
promotor is a pretty bright fellow 
when it comes to devising and finding 
ways to part the unwary in this coun- 
try from his coin. The old time safe- 
cracker was usually considered as 
very astute when it came to finding 
ways and means for safely breaking 
the law, but both of them were and are 
pikers alongside of the Mexican gov- 
ernment and bandits in the latter’s 
methods of making the Mexican oil 
companies pay them tribute. 

Some of this tribute, always in the 
form of gold, is extracted legally. But 
where they cannot extract it legally, 
the Mexicans have resorted to tricks 
and to outright robbery. The Ameri- 
can oil operator has been selected as 
fruit just ripe to pluck,, and the 
“plucking” has been good. Undoubt- 
edly as some put it, the crime of Tami- 
pico has been an outrage to civilization. 


The operators are helpless and must 
keep silent. It is largely for that rea- 
son that the real state of affairs is not 
fully appreciated in this country. They 
know pretty well how it all began, they 
feel that there will be an ending of it, 
but how or when they do not know. 
Perhaps now that this country has 
helped to eliminate the “Scourge of 
Europe,” it will start to clean up its 
Mexican slate. 

The Tampico oil field and those at 
Panuco and Topela first came into 
prominence as the government of Diaz 
was nearing its end. During the in- 
termittent revolutions they were tem- 
porarily forgotten until the Carranza 
government got a foothold. Since then 
they have served as the fountain from 
which all blessings have flowed. Per- 
haps things would have been different 
had the famous and now ridiculous 
“run outs” of Americans at Tampico 
not occurred. The Mexican learned to 
believe that the hated Gringo was a 
coward. And believing this he has 
acted accordingly. 


Ways and Means 

In a recent article in the Petroleum 
Age, Frank Haight classified the chan- 
nels through which streams of gold 
have flowed to the Mexicans and the 
Mexican Government as follows: 

“The governmert bureau of petrol- 
eum which controls the development 
and export, location and inspections of 
work, and the like, is a legitimate and 
desirable function of the government. 
This Bureau handles the export rev- 
enues, which in recent months have 
been gradually climbing as the demand 
for Mexican oil increases. 

“The harbor work assessments 
which are charged against companies 
shipping oil amount to perhaps $300,- 
000 a month. 
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“The monthly payments to General 
Palaez are said to aggregate $200,000 a 
month which are spent by all com- 
panies in development work in the 
Tepetate, Tuxpam or Penuco District. 

“The land and production taxes, 
which were fixed by the decree of Feb., 
1918, are still a matter of contention 
but the Mexican authorities intend to 
collect from the date of the decree, at 
final determination. This tax runs 
into the millions of American dollars, 
and tends to revert a sort of ownership 
control to the public domain. 

“The systematic seizure of payroll 
funds involving losses in gold coin of 
probably 500,000 pesos in the year just 
past. 

“The camp raids in which hundreds 
of thousands of dollars worth of pro- 
visions, blankets, clothing, shoes, and 
other camp supplies, are taken by na- 
tional soldiers for their maintenance, 
are an accepted situation by the com- 
panies and brings forth no particular 
comment. 

“The lobby at Mexico City, which is 


practically a pay-off bureau for the 


politicos at the capital, runs into 

hundreds of thousands of dollars of ex- 

penses and no reformative results. 
Financial Labor Legislation 

“The financial labor legislation, 
which makes all wages payable in oro 
nacional. The rate of July 1 was 71 
cents for a peso, although the Mexican 
government agreed with ours to main- 
tain a two-to-one rate. Companies 
with payrolls of $100,000 pesos are 
compelled to pay $71,000 for it. At the 
gates of the big plants money changers 
buy the oro nacional for 65 or 66 from 
the workmen as they pass out. Tam- 
pico’s exchange bill is easily a million 
a year. 

“The seizure of company railways, 
automobiles and other property los 
military purposes comprises another 
huge expense to operators. 

“Another incidental gouge was en- 
gineered last spring when the handling 
of export shipping was taken from 
the hands of foreigners and placed en- 
tirely in the hands of native-born or 
naturalized citizens. This means that 
the companies owning their own ship- 
ping could not enter and clear their 


ships, but had to organize a separate 
brokerage company officered and man- 
ned by native Mexicans, to be able to 
get their ships in and out. The aggre- 
gate expense to the operating com- 
panies is heavy.” 

The Cause 

The causes for the present conditions 
whereby the Mexican oil companies 
have milked some millions of dollars 
are undoubtedly many. Mr. Haight, 
in the article referred to, gives them 
as due to the rapacity of the political 
ins, lack of government capacity of 
those in office, general lawlessness 
among the people and a well founded 
belief that Americans are “easy 
marks” and made of money. Leading 
up to them is the importance which 
these oil fields gained, due to the tre- 
mendous demand for oil and oil pro- 
ducts, brought on by the European 
War and the shutting off to Europe of 
the Roumanian oil fields. It is true, too, 
that the fine hand of the German pro- 
pagandist is seen to some extent in the 
conditions now maintaining in the oil 
fields of Mexico. The Mexicans have 
played their hand, too, with a fine 
touch, where it has been necessary 
above all things to keep the fields in 
operation, due not only to the fact that 
it was the chief source of revenue but 
also to the fact that it was necessary 
to keep exports going or they might 
be called to account, if not by our own 
government then by some European 
power. 

Under the laws of Mexico, it is neces- 
sary to pay the Mexican worker in 
Mexican gold. This situation has re- 
sulted in enormous losses to the oil 
companies, both through trickery and 
actual robbery. The hold-ups result- 
ing through this law reminds one of 
the hold-ups by many of the small 
banks of the country a few years ago, 
in making the collectors of their out- 
of-town checks pay tribute. These 
banks used to charge for making pay- 
ment on their own checks. When a 
collecting bank refused to pay this 
charge their payment was ‘made by 
coin. This was done usually with 
silver sent by express and usually sent 
in such a way as to make it difficult in 
handling. ther than go to the 
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trouble the collecting bank paid the 
exorbitant charge. 

Just as the law protected such banks 
in their hold-up charges so also the law 
compelling payment of workers has 
helped in filching and holding up the oil 
companies. Naturally most of the gold 
of that region is centered in the banks 
of Tampico. It is necessary, therefore, 
as pay day comes round, for the com- 
panies to have this gold brought to 
their plants to pay off the workers. 
This is where the hold-ups get in their 
play. After a series of hold-ups of 
money in transit for payment of work- 
ers, the oil companies appealed to the 
government for protection. They got 
protection but it was of such a nature 
as to appear to make it easier for the 
hold-ups to occur. The only difference 
noted seemed to be that instead of in- 
dependent bandits benefiting, the Mex- 
ican soldier was the beneficiary. 


How They Do It 


As a result of the protestation a new 
ruling was made by the government. 
It became necessary to guarantee that 
funds sent to the oil fields. were for 
legitimate payments of labor and run- 
ning expenses. To safeguard this the 
companies had to file a copy of the roll 
and statement with the military com- 
mander at Tampico. He would coun- 
tersign the application and only in this 
way could clearance be had. 

Thereafter it was noticed that the 
hold-ups occurred very regularly on 
pay days. All kinds of strategy was 
tried by the oil companies to no avail. 
No matter what was done the hold-ups 
occurred. The story is told of one pay- 
master who when he was ordered to 
deliver shot his assailant and escaped 
with his money. On the next trip 
through he was killed. The killing 
took place in such a manner as to leave 
no doubt that the assailants had re- 
ceived advance information. The hold- 
ups occurred both on payrolls sent by 
boat and rail. 

Of course during all this time these 
hold-ups were reported to the mili- 
tary authorities. The latter sent out 
patrols but they never seemed to have 
accomplished anything. As a matter 
of fact for the last five or six years it 


has been commonly known that the 
ruling authorities who could dig up the 
most gold were surest of remaining in 
power. It is a well known fact, too, 
that practically all the Mexican sol- 
diers get in cash comes from payrolls. 
There is a strange connection running 
between all these incidents. In fact 
Frank Haight states that: “Men who 
have given up their company’s money 
have positively identified the bandits 
as officers and regular soldiers of the 
Carancista armies.” 

It would not have been so bad if the 
depredations of General Paluez, the 
chief rebel band leader of the district, 
had been stopped. They were for a 
short time, but after the General had 
given a sound trouncing to the gov- 
ernment forces he was again allowed 
to get his share of the loot. What is 
more, it is very noticeable that while 
payrolls are held up the messengers 
carrying the General’s tribute get 
through without any trouble whatso- 
ever. It is also very noticeable that 
workmen sent to Tampico to get the 
second roll after the first payrool has 
been stolen, get through safely. 

Grins and Bears It 

There is nothing the oil operator 
can do but grin and bear it. He can- 
not get other than Mexican workers, 
and although he pays unskilled labor 
the equivalent of $4 to $9 per day, he 
gets poor results for his expenditure. 
But the oil wells are so productive that 
the oil people want to operate and in 
order to operate they must submit to 
the outrages in silence and pay. The 
oil fields have become the chief source 
of revenue to the Mexicans; and the 
Mexican Government. The mining in- 
dustry is at a standstill and the oil 
fields have to pay the toll. The gov- 
ernment has even gone to the extrem- 
ity of laying on heavy import duties. 
Some of the things imported for the 
use of the companies and their work- 
ers carry an import duty running up 
as high as 1000 per cent. 

Only within the past two or three 
weeks there have been bills introduced 
to have the laws respecting the owner- 
ship and location of oil properties 
modified. This is to meet the great 
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dissatisfaction with the present laws. 
After all, though, these laws may prob- 
ably be considered as so much camou- 
flage. They would appear to partly off- 
set the edict of last February returning 
to the _ domain, the oil lands 
which American and other foreign 
capital had developed. But there seems 
to be nothing in them that might serve 
to put a stop to the outrages enum- 
erated above. 

But there at last appears to be a 
movement on foot by the American 
Government to put a stop to it and 
possibly clean up the long accumulated 
mess. This seems to be indicated by 
the fact that Claude I. Dawson, United 
States Consul at Tampico for the past 
four years, and Vice-Consul Clarence 
Muller, have been for the last month 
in Washington, to which they had been 
called, conferring with the bureaus in- 
terested. Mr. Dawson is understood 
to have compiled a mass of important 
information and statistics. It appears 
that the U. S. Government had at last 
decided to go into the whole situation 
very carefully and formulate a definite 
policy, possibly with the idea of put- 
ting’ it into force coincidently with the 
settlement of European affairs. 


Still Continues 


There appears to have been no abate- 
ment of the raids and robberies, par- 


ticularly in the Panuco and the Tepe- 
tate fields. As a result of the robberies 
and outrages of various kinds there is 
practically no work going on at the 
smaller camps. Soldiers and bandits 
have made it entirely too hot for drill- 
ing crews in such districts. But while 
work has been pretty well stopped at 
the smaller camps and business in gen- 
eral slowed down, it is at least a fact 
that the German propagandist has 
failed in his main purpose, namely in 
bringing about an actual state of war. 
It is not believed either that the Mex- 
icans can do anything to permanently 
stop the present flow of oil. It is said 
that in the various fields there are over 
2,000 large wells capped and ready to 
be put into operation in the event of 
the destruction of active plants. 

The foregoing gives one but a faint 
idea of the difficulties which the oil 
men in Mexico have had to combat. 
The wonder is that they have been able 
to do so successfully. The fact that 
some of them have been able to make 
substantial profits under such condi- 
tions shows the great wealth of the 
fields. With a “square deal” some of 
them certainly would turn out bonan- 
zas. That “square deal” appears to be 
nearer than ever, possibly nearer than 
most people can believe. 


PROSPERITY FOR OIL TRADE 


sumption has continued. The cessation 
of war has reduced the demand for avi- 
ation gasoline and for fuel oil demand 


Beekman C. Dawes, president of the 
Ohio Cities Gas Co., says: “Whereas, 
seven years ago, there was on top of the 
ground a sufficient surplus of oil for two 
years’ consumption, there is now not 
more than three months’ supply. In the 
end, the outlook for industry is highly 
favorable. The position of oil companies 
is a reversal of one that obtains in many 
lines. The coming of peace finds the de- 
mand for oil greater than the production. 

“Under the present prices of labor and 
material, it costs fully twice as much to 
drill as before the war, while, in event of 
profits, the 80% tax by the Government 
takes most of it away. For these reasons 
productions has been halted while con- 


for battleships. But in the meantime, 
this and other countries are building mer- 
chant marine ships which will require 
large supplies of oil. 

“The conduct of business during the 
war has brought about new policies of 
co-operation that may hold to some ex- 
tent in the future. Standard Oil com- 
panies have certainly come to scratch in 
every co-operative effort. When freed 
from restraints that the war made nec- 
essary, domestic and world conditions are 
right for long seasons of prosperity in 
the oil business.” 
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ANACONDA—Manganese Outlook—End 
of war may remove Anaconda from the 
field of manganese producers. Additional 
ocean tonnage has permitted a larger im- 
portation of manganese ores from -South 
America, and if these shipments continue 
on a er scale, as conditions approach 
normal, Anaconda would probably cease 
its production. Only the absolute war need 
for this ore induced Anaconda to enter the 
field, and while profits have exceeded total 
cost of the venture, the company could not 
compete with foreign producers when man- 
ganese omy fall to levels approaching 
those of the pre-war period. anganese 


production is a minor source of revenue to 
Anaconda, and the general position of the 
company is in no danger. 


BUTTE & SUPERIOR—Earnings—In 
quarter ended September 30, 1918, profits 
were shoot ae equal to 50 cents a share on 
the 901,845 stock. Net profits for the 
nine months ended Sept. 30, 1918, totaled 
$601,815 or $2.07 a share compared with 
$2,159,577 or $7.44 a share in the same 
period of 1917. The above profits are after 
allowance for Federal taxes, but include no 
charge for depletion. 


COPPER RANGE—1918 Dividend Pro- 
gramme Completed—Declaration of a div- 
idend of $1.50 a share for the final quarter 
of the current year completed the com- 
pany’s 1918 dividend programme and 
brought total payments for the year up to 
$6 a ghare. It was stated that company 
would produce 27,830,000 Ibs. of copper in 
1918. This includes entire output of Baltic 
and Trimountain and half of Champion, own- 
ership of whose 100,000 shares.is equally 
divided between Copper Range and , 
Mary’s Mineral Land Company. Copper 
Range will have same story to tell its 
stockholders at the expiration of 1918 that 
other American mining companies have, to 
wit: one, two and three hundred per cent 
increases in costs of supplies and equip- 
ment and exorbitant wage accounts against 
fixity of market price for metal. It cost the 
company 12.58 cents per pound to produce 
its copper in 1917. In 1918 it is not at all 
improbable per-pound figure will approxi- 
mate 16 cents after taxes and various prop- 
erty charges. The wage advance the com- 
pany made in October alone added one cent 
per pound to costs of production. Cham- 
pion distributed two dividends totaling 
$12.80 per share up to the middle of the 
Summer, since which time it has made no 
further payment. That Champion should 
be particularly careful of its cash is evident 
when it is seen that last year it paid nearly 
$45 per share to stockholders and the year 
before over $60 per share. In three years 


Copper Range has earned net profits of 
$37.38 per share; paid out $26 per share and 
turned back into its treasury $11.38 per 
share, or close to $4,500,000. 


CALUMET & HECLA—Production In- 
creased 16%—Copper production came back 
with vigor last month, the total of 11,975,- 
000 Ibs., registering an increase of more 
than 1,600,000 Ibs. or 16% over the previous 
month. Of the subsidiaries, Isle Royale 
made the biggest gain, total production of 
1,461,207 Ibs. setting up a new high mark 
for monthly output. In the face of burden- 
some obstacles the past year and a half, 
Isle Royale has steadily expanded output. 
Through the lavish expenditure of money 
from earnings, new and up-to-date mining 
methods have been installed at Isle Royale 
which are expected to pull down costs 
when conditions return to normal. 


DAVIS-DALY COPPER—Dividend Re- 
duced—Directors declared a dividend of 25 
cents per share payable Dec. 30 to stock 
of record Dec. 10. This is a reduction of 
. cents from initial dividend declared last 

ay. 


HOLLINGER CONSOLIDATED— 
Policy of 1% Bi-Monthly Continued—Con- 
tinues to maintain policy of 1% dividends 
every eight weeks, fourth declaration of 
kind since dividends were resumed in June 
having been ordered, payable on Dec. 2. 
It was stated that whether or not there 
would be an early return to the 1% month- 
ly basis would depend on how the prob- 
lems of labor and costs worked out in the 
ensuing few-months: Reports of the pos- 
sibilities of some extra distribution after the 
beginning of 1919 lack official support, al- 
though the company’s position is known to 
be strong. 


IRON CAP COPPER—Bonds Offered— 


‘The stockholders are offered the right to 


subscribe to $500,000 first mortgage 8% 
20-year gold bonds at par, with a bonus of 
one share of stock (par $10), on the basis of 
$200 in bonds for each six shares of stock 
now held. Stockholders may subscribe for 
$20 par value of the bonds and receive scrip 
for 1-10 of the share of stock. The new 
bonds will be dated Oct. 1, 1918. Sub- 
scriptions will be received up to Dec. 5. 
Subscribers will be popes to pay interest 
from Oct. 1 to Dec. 5. Stockholders may 
make additional subscriptions on the same 
terms for all bonds not taken.’ Subscrip- 
tion privilege is not transferrable. The 
issue has been approved by Capital Issues 
Committee. 
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MAGMA COPPER—October Output— 
October production was 949,455 pounds of 
copper. 


MASON VALLEY MINES—October 
Output—October production was 1,080,200 
pounds of copper. 


MAPLE LEAF MILLING—Extra Div- 
idend—Declared an extra distribution of 
10% payable Dec. 10 to shareholders of 
record Nov. 25. As expected, dividend is 
to be paid in the new Victory Loan bonds 
and as bonds have b:en made immediately 
available to subscribers of this loan, no 
technical difficulties stand in the way of 
the distribution. The 10% distribution in 
Victory Bonds is the same as that of a year 
ago, when bonds of the First Victory Loan 
were similarly given to shareholders as a 
bonus over and above the regular cash divi- 
dends. There has been some guessing as 
to the size of this year’s extra, and a reac- 
tion in the stock from the new high price 
of 140, touched during yesterday’s trading 
here, to 137 in the late trading at Toronto, 
might suggest some disappointment. Earn- 
ings in the last fiscal year were at the rate 
of 29.3% against 16.2% in 1916-17. 


MOHAWK MINING—October Output 
—Produced 789,149 pounds of copper in 
October. 


McKINLEY - DARRAGH -SAVAGE — 
Status—Current assets are considerably 
more than the amount required to meet the 
dividend requirements for the year 1918, 
at the rate of 12% per annum. The surplus 
as shown of Sept. 24, totals $336,697. In 
addition to this highly satisfactory financial 
position, the current earnings of the com- 
pany are more than sufficient to meet the 
dividend requirements of 3% quarterly. In 
1917 the mine yielded upwards of 900,000 
ounces of silver. While a slight decline in 
production may be looked for during the 
current year, output is considered to be 
fairly well maintained. 


NIPISSING — October Operations — 
Mined ore of an estimated value of $248,- 
468 and shipped products from Nipissing 
and custom ores of an estimated net value 
of $545,135. The usual amount of work 
was done at all shafts. Favorable. under- 
ground developments were encountered at 
shaft 73 and tunnel 96. A small vein which 
was encountered in September has im- 
proved from one inch to as high as three 
and four inches, averaging approximately 
2,000 ozs. At 96 tunnel a crosscut encoun- 
tered 2 veins 2 inches in width, averaging 
1,500 ozs. Elsewhere conditions under- 
ground continue satisfactory. 


OSCEOLA CONSOLIDATED — Divi- 
dend Outlook—Based on present conditions 
at Lake Superior, there is little doubt but 
that this company can continue to pay $8 
a share per annum so long as copper re- 
mains at 26 cents a pound. The company, 
of course, has found it hard sledding this 
year, as have other companies at the Lake, 
but up to October 1 it produced 12,297,843 
pounds of Copper, practically the same 
amount as in the corresponding period last 
year. It cost Osceola 13.49 cents a pound 
to produce its metal last year. Thus the 
profit on the 3,701,400 pounds of metal car- 
ried over into the current twelve-month 
will total $370,014. This with the produc- 
tion of October 1 of 12,297,843 pounds will 
make a total output of 15,998,883 pounds, 
which has been sold, according to fixed 
market prices, at an average of 24.11 cents 
a pound. Dividends of $8 a share.on the 
96,150 shares in the last twelve months 
called for $769,200, or a profit of but 5 
cents a pound on total output. 


RAY CONSOLIDATED—Earnings—In 
third quarter of current year profits were 
equivalent to 56 cents a share against 43 
cents for the same period of last year. 
Second quarter of 1918 showed per share 
profits of $1.43 a share. Nine months earn- 
ings equalled $2.69 a share against $4.69 
a share for the same nine months of 1917. 
Average cost of copper produced in third 
quarter was 20.28 cents a pound, compared 
with 16.46 cents in the second quarters. 
General market sentiment recently has been 
against the coppers, and shares of Ray 
Consolidated were rather weak in sym- 
pathy. Earnings gave little encouragement. 


UTAH COPPER—Quarterly Réport— 
Total profits of $5,310,011, an increase of 
nearly 50 per cent over the September quar- 
ter of last year, when $2,834,255 was earned 
on the stack. The second quarter of this 
year, however, showed profits for the com- 
pany of $6,493,377, equivalent to about $4 
a share, whereas in the third quarter the 
earnings were $3.26 a share. After paying 
$4,061,225 for dividends, there was left a 
surplus of $1,248,786. The production of 
copper for the third quarter of the year 
was 53,311,943 pounds, as compared with 
51,764,783 in the second quarter. The cost 
of production increased about one cent a 
pound over the second quarter of the year. 
Earnings for the quarter were computed on 
the basis of 24.044 cents a pound for cop- 
per. For the nine months of the year the 
company has profits of $15,614,052, a de- 
crease of $5,030,033 from the same period 
of 1917. 
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GALENA-SIGNAL—Dividend on Com- 
mon Passed—Directors have passed the 
quarterly, dividend due on the common at 
this time. Three months previously the div- 
idend on this issue was reduced from $3 a 
quarter to $1.50. It was stated that the 
cause for passing the dividend was largely 
the loss sustained on pre-war contracts with 
the railroads. 


HOUSTON OIL—New Well—This com- 
pany and the Republic Production Co. op- 
erating jointly upon lands owned by the 
former concern, have brought in well No.8 
in the Hull field. It had an initial daily pro- 
duction of 1,200 barrels. This latest well 
adds materially to the importance of this 
new field, as the situation is viewed by oil 
operators. 


IMPERIAL OIL — Dividends—Declara- 
tion of $3.00 a share dividend makes 16% on 
the stock in 1918, 11% in cash and 5% in 
Canadian Government war bonds. It is 
taken that the stock is now on a 16% 
basis and that dividends will be declared 
quarterly in 1919. The Standard Oil Co. 
of New Jersey is credited with owning 80% 
of the Imperial Oil Co. stock. In turn, the 
Imperial Oil Co. owns the International 
Petroleum Co. which has producing lands 
and a refinery in Peru and also tank steamer 
tonnage. The operations of this company 
are handicapped because of difficulties with 
the Peruvian Government. Imperial Oil 
Co. is the leading oil concern in Canada and 
has refineries across the Dominion from 
Vancouver to Halifax. 


MIDWEST REFINING—Dividend Out- 
look—Reported that larger dividends are in 
prospect for stockholders now that the 
war is over, and that no more than $4.00 a 
share has been paid because of the con- 
servative policy of the directors in view of 
war conditions. It is also rumored that 
additional stock may be offered stockhold- 
ers at an _ attractive price. Refinery 
capacity of the company has grown from 
30,000 barrels a day early in the year to 
45,000 barrels at present and a 50,000 barrel 
capacity is in sight. In 1917 $20.50 a share 
was earned on the stock. Mid West Refin- 
ing is principally a gasolene proposition 
and the company has an exceedingly strong 
position in the Wreutie oil fields. 


* PORT LOBOS PETROLEUM-—Sale of 


Unissued 2d Pfd.—Directors have voted to 
sell at par the $1,500,000 unissued 10% cum- 
ulative 2d pfd. stock to common stock- 
holders. The right to subscribe in the pro- 
portion of holding of common stock ex- 
pires Dec. 10. The directors also recom- 
mended that authorized capital stock be in- 
creased from $17,500,000 to $20,000,000 by 
adding $2,500,000 2d pfd. stock. The direc- 
tors, it was stated, had found the existing 
capital insufficient. $1,500,000 to be raised 
by the sale of 2d pfd. stock will be used 
for development of the pipe line and ter- 
minal facilities so as to enable the company 
to handlé more readily its growing export 
trade. 


SINCLAIR GULF—Subsidiary Brings in 
New Well—Attention of oil operators has 
been attracted to Panuco field, thirty miles 
from Tampico, by bringing in of a well of a 
daily flow of 8,000 barrels by the Freeport 
& Mexican Fuel Oil Corp. It is said to be 
the largest producer in that field. The flow 
was struck at a depth of 2,230 feet. 


SINCLAIR OIL—Earnings, September 
Quarter, at Rate of 10% a Year—Report 
for quarter ended Sept. 30, 1918, showed net 
earnings from operations of $4,761,709, com- 
pared with $4,407,661 in the June quarter 
and with $1,985,440 in the March quarter. 
This is especially-gratifying in face of the 
ever-increasing costs of operating. After 
doubling tax reserve in anticipation of. pro- 
posed increases, and after all other fixed 
charges and $1,064,389 reserved for deple- 
tion and depreciation, the company showed 
a balance of $2,418,542, compared with $2,- 
487,649 in the June quarter and with $561,- 
268 in the March quarter. Thus, in the six 
months ending Sept. 30, Sinclair earned 
$4.90 per share on the 1,000,000 outstanding 
shares, while in the whole year ended June 
30, 1918, the company earned only $5.53 a 
share, and for the June 30, 1917, twelve- 
month $7.48 a share. This would indicate 
that Sinclair’s earnings position is being 
rapidly improved. It was stated that the 
$18,900,000 7% notes would be considerably 
reduced before any further disbursement on 
the stock is made, but when dividends are 
resumed it should be possible to continue 
them indefinitely. All floating indebtedness 
is expected to be wiped out by Jan. 1, 1919. 
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The ‘Searchlight 


Proving Our Theories—The Ultimate Test—The Rule ot 
Six—The “Manana” Habit 





By “QUIZZ” 





T has been suggested to the au- 

thor that he ought to turn “The 
ap Searchlight” on some of the bet- 
=== ter grade of new issues, and 
show the opportunities that exist by in- 
vesting in worthy enterprises, offered by 
responsible houses, at a reasonable price. 
The answer is that our readers appear to 
have appreciated the light that has been 
thrown upon the shadows and dark cor- 
ners of the world of promotion; we have 
tried to take them upon a personally con- 
ducted tour with a sure-footed guide 
through the realms of reckless finance, 
using examples that are fresh in the 
memory, and familiar to the average 
reader. 

The artist (and even a financial writer 
can be an artist) has chosen to apply the 
dark colors to the picture before coming 
to the high lights, and we believe that a 
little patience will prove that having 
chosen to instil a wholesome fear of the 
majority of promotions from the outset, 
the reader will be in a better frame of 
mind to appraise our future suggestions, 
os such a dark background ever before 

im 


One Hundred to One 

Emphasis was laid upon the relative 
chance of profit and loss in promotion en- 
terprises in our last issue. In that arti- 
cle the claim was made that the risk of 
loss in the new ventures which are 
brought to the attention of the general 
public is more than one hundred to one, 
and we promised to prove our claim. 

This statement does not mean that 
ninety-nine offerings out of every hun- 
dred are unworthy, since all the good of- 
ferings do not come to the notice of the 
average investor. Reputable banking and 
investment houses do not purchase lists 


of names and circularize their offerings 
broadcast, according to the method in 
vogue among many promoters. We have 
said before that such lists have a harsh 
name, and the receipt of a circular from 
an unknown firm, offering a wonderful 
chance to get rich in short order, should 
not be regarded as a tribute of affection, 
nor as a compliment to the intelligence of 
the recipient. 

It should be stated frankly that such a 
list of names is called “a sucker list.” If 
the investor responds, is he not delib- 
erately labelling himself with a descrip- 
tion that would not apply to him in his 
daily affairs? Why allow an unknown 
“friend” to throw the shaft of ridicule, 
and actually receive payment for a gra- 
tuitous insult ? 

Our “one hundred to one” compilation 
applies to the average results an investor 
would secure under the following cir- 
cumstances : 

(a) Investing $100 in each of such 
promotion offerings of the past five 
years. 

(b) Investing $100 in each of the min- 
ing and oil stocks (also some industrials) 
that have been traded in, on all “curb” 
markets and minor exchanges, during the 
past three years. 

Investigations of actual results have 
taken us through the stock markets of the 
past twenty-five years, but it is only 
necessary to go back three years to prove 
our claim that if an investor, starting 
three years ago; had placed $100 in each 
of the new mining and oil stocks “intro- 
duced to trading” on the N. Y. Curb and 
minor exchanges, he would hardly have 
$100 to show for his $10,000 investment. 

We will give a few typical examples, 
only limiting our illustrations out of con- 
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sideration for the space at our disposal. 
In giving “average high” we have chosen 
the probable point of main distribution 


MINING ISSUES 


Emma Consolidated 
Old Emma Leasing 
White Oaks Fouebes 
Mojave Tungsten 
Arizona Copperfields 
Adanac Silver 

Bisbee Cop r 
National 2 


Ontario cane! 


Denbigh Silver ......... Savuawatle sakes s 
ns sac vidncaen sc ccudeckheesere ; 


Jerome Verde 


i ica pudcaves ; 


Yerrington Mountain Mines 
American Tin & Tungsten 
Goldstone Mining 

Miami Merger 

Miami Consolidated 

Troy Arizona 

United Mines of Arizona 


OIL ISSUES 


Pennsylvania Gasoline 
Omar Oil & Gas 
Kenova Oil 


Okmulgee Producing & Refining 
Sequoyah Oil 

Crown Oil 

Glenrock Oil 


Victoria Oil (new) 
Barnett Oil & Gas 
United Western Oil (old) 
General Refining 


mm DUSTRIAL ISSUES 


International Motor (old) 
Manhattan Transit 


United Eastern Aeroplane 
Zinc Concentrating 

U. S. Zinc & Smelting 
Kenefick Zinc 


to the public, based upon technical exam- 
ination of records, and knowledge of the 


facts: 


Average High 


Present approximate 


price 


market 
market 
market 
market 
market 
market 
market 
.15c 

market 

7 


‘market 
50c 


‘market 
market 


Nominal market 
No market 


-l6c 
.25¢ 
Nominal market 
Nominal market 
1% 
2 
.35c 
10c 
3% 
No market 
No market 
No market 
2 
3 ‘ 


.20c 
Nominal market 
No market 


No market 
50c 


No market 
No market 
No market 
No ——— 
No market 
.25¢ 
-50c 
.25c 
.25c¢ 
No market 
No market 
1% 
No market 
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57 Varieties of Trouble 

Assuring the uninformed reader that 
we have given typical instances in the 
above of stocks which at one time seemed 
to possess promise according to the sol- 
emn assurances, reports, special advices 
et al. of their sponsors, what would have 
happened to his $5,700 had he taken the 
precaution to “diversify his commitment” 
and play safe. Fifty-seven varieties of 
trouble would have been his unhappy 
plight today, in spite of a diversified com- 
mitment in every branch of industrial 
activity. 

The hyper-critical champion of promo- 
tions might take us to task, join issue, so 
to speak, and tell us that the foregoing 
only proves that certain selected issues 
have declined, while certain others he 
could name have had a very big advance, 
yielding profit and advantage to the in- 
vestor who had the courage to come in 
at the beginning. In answer, we would 
say, send us the list of these and we will 
cheerfully give them the same publicity 
if the same test has been used as indi- 
cated in these pages. We could name 
many brilliant successes which were once 
little better than hopes, -such as Miami 
Copper, Utah Copper, Ray Consolidated, 
Nevada Consolidated. More recent classic 
examples would include United Verde 
Extension or New Cornelia in the mining 
group, and Midwest Refining, Houston 
Oil, or Texas & Pacific Coal in the oils. 

Miami, Utah, Ray and the others had 
the following advantages from their very 
inception : 

1. High-grade management, by com- 
petent men, who had been successful in 
the same field. 

2. Besides good prospects (prospects 
which were not merely slender hopes or 
over - enthusiastic anticipations), their 
sponsors had the finances and unlimited 
financial support to carry out their plans 
to full development. 

3. Dividends were neither promised, 
nor thought of, nor paid, until the respec- 
tive corporations were actually earning 
them by a very wide margin. 

4. Conservatism, even over-conserva- 
tism, has been the watchword of the 
great mining and oil companies in deed 
and action; and Miami, Utah, Ray Con- 


solidated and the others have benefited 
from such policies, 

5. Responsible firms, with something 
—more than money—to lose, have stood 
behind the companies that have made 
good. These firms were in business not 
only for themselves, but also for the ben- 
efit of their grandchildren. 

6. They had invested as much—and 
more—as those who were asked to join 
them in these companies. It did not pay 
them financially to sell more stock than 
was absolutely necessary. 


The Ultimate Test 

Let every promotion be tested by our 
“rule of six.” If it complies, we would 
say that it has an excellent hope of be- 
coming a money-maker for the fortunate 
recipient of the chance to participate. He 
should lose no time, under such circum- 
stances, of further investigating. If he is 
unable to decide for himself, he can make 
no mistake by taking his banker into his 
confidence and asking the latter’s opinion. 
If the banker is in doubt, there are many 
responsible investment houses who would 
be glad to give their unbiased opinion, 
but in this case the investor should sat- 
isfy himself that they are responsible. 

Majfiana 

Lest the investor should feel that we 
are unnecessarily throwing discourage- 
ment in his way by the gloomy picture we 
have drawn of his prospects to make 
money in new enterprises, let us say that 
we will shortly present other phases of 
the promotion-picture enabling the in- 
vestor with surplus funds strictly in- 
tended for less conservative securities to 
recognize the earmarks of worthy begin- 
ners in this field. 

Meantime, he might, in this respect 
only, emulate the example of our Latin- 
American friends who are credited with 
a partiality for taking time to think it 
over. South America is not a prolific 
field for the promoter, as the investor 
there is a slow-going person when it 
comes to parting with money, and his 
“mafiana” (“tomorrow”) is both monot- 
onous and discouraging. 

It would be as well for the United 
States investor about to risk his money 
in a new venture to acquire the habit of 
saying “Mafiana !” 





Unlisted Security Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded 
as RECOMMENDATIONS to purchase or sell 





AETNA EXPLOSIVES—Receivers En- 
ter Suit—Equity action instituted in the 
Federal Court by Messrs. Odell and Holt, 
receivers of this company, named as de- 
fendants, Arthur J. Moxham and F. L. Ber- 
lin, president and treasurer of the company, 
respectively, until the receivers were ap- 
pointed. The complaint alleges that under 
contracts between Mr. Moxham and E. W. 
Bassick the corporation was to pay the 
latter more than $4,000,000 for services, 
which were of no substantial value to the 
company, consisting solely of obtaining 
contracts with the French government. The 
receivers ask for damages and restitution 
of money paid to the defendants. 


FAIRBANKS—Stock Dividend of 4%— 
Directors declared a stock dividend of 4%, 
giving one share of common for every 25 
shares of common held by holders of record 
Nov. 25. It was announced that the new 
dividend is subject to approval by the Cap- 
ital Issues Committee and would be paid 
as soon after Dec. 1 as practicable. In 
addition to declaring a common dividend of 
4%, the directors had decided to offer to 
stockholders at par the unissued amounts 
of 8% pfd. and common stock in the treas- 
ury, 5,265 shares each, the pfd. being of 
$100 and the common of $25 par value. 
Common shareholders of record Nov. 25 
have the right to subscribe to the pfd. and 
common en bloc only, in the ratio of one 
share of pfd. and one new share of common 
for every 10 shares of common. Both the 
common stock dividend and the offer to 
stockholders of the additional common and 
pfd., the latter underwritten, are subject to 
the approval of the. Capital Issues Com- 
mittee. 


LEE RUBBER & TIRE—Earnings— 
Supposed to be earning at the rate of $6 
a share on the stock. Company has net 
quick assets of $22 a share and fixed assets 
of $10 a share, a total of $32. Lee Rubber 
has been a large disappointment, and there 
are doubtless many holders of the shares 
who will hope that the report of better 
earnings will be substantiated. 


NORTH AMERICAN PULP & PAPER 
—Planning Increased Capacity—Planning 
an increase in its capacity that should re- 
sult in a very large gain in its earning abil- 
ity. It i8 said to be the plan to increase the 
capacity to 300,000 tons of pulp and 120,000 
tons of newsprint paper annually, as against 
115,000 tons of pulp at present. 


PENN SEABOARD STEEL—Stock, Etc. 
—Bankers identified with property referred 


to call for payment at 101% and interest on 
Dec. 1 of final $14,000 of the $2,000,000 
bond issue of 1917 as of Nov. 9 report: 
“The stock outstanding aggregates about 
87,000 shares, no par value. The stock- 
holders have consented to the issuance of 
any part of $2,000,000 notes or 40,000 shares. 
The new plate mill, New Castle, 8,000 tons 
monthly capacity, is now operating. Pro- 
posed issue is for working capital only.” 


PUNTA ALEGRE SUGAR — Status — 
Pres. Edwin F. Atkins said, in part: “As 
compared with production of 424,000 bags, 
estimated total output of the estates was as 
follows: Central Punta Alegre, 215,927 
bags; Central Florida, 145,295; Central 
Trinidad, 442,746. Orders were placed dar- 
ing the Winter for machinery required to 
complete the original programme of con- 
struction as submitted at organization of 
the company. Practically all this machin- 
ery has been delivered and is being erected 
and from now on additions will be required 
only for such expansion as may be decided 
upon in the future. There are now under 
cultivation 7,200 acres of administration 
cane fields and 10,000 acres belonging to 
farmers under contract, which should be 
sufficient to insure an ample supply of 
cane. 


REPUBLIC RUBBER — September 
Earnings—Net earnings for September 
were $161,828, a substantial increase over 
the same month last year. President G. E. 
Norwood states that the sales and profits 
of the corporations are steadily increasing. 


UNITED STATES STEAMSHIP—Op- 
erations—Officials have decided to convert the 
Noank yards, where wooden ships are being 
built, into a steel ship yard for vessels of 
3,500 tons registry as soon as the wooden 
ships now being constructed have been 


completed. It is announced that the keel 
will be laid at the Groton yards of the com- 
pany for a ship this week. At the Alexan- 
dria yards, work on the Dunstant Hall, a 
29,400 ton steel ship, is progressing, and it 
is expected that the vessel will be launched 
before the end of the year. 


WAYNE COAL —Report—Report on 
tonnage of 97,199 tons in September, 
showed operating income of $233,122 ‘and 
surplus (after operating expenses, interest 
and depletion charges and reserves) of $60,- 
656. In October the company’s output was 
120,000 tons. For the twelve months ended 
Sept. 30, 1918, the operating income was 
$2,033,482 and surplus $644,237. 


(321) 














a5 
“queuw 
-<dojeaep s9q}4ny 103 WOOY “YIMOIB [eUOTeSUDS a 49]Anqgog—sni1y—seoulrg ‘vy ‘L zetr Oo 8$ 000°000'SZ O00%000'0S os ****** Buyuyey wempip 
‘“Jopulg 
Soyndsip yusWIUIZACF pue s}9R1}U09 yUaBUIIIG «6g (s8tIg “Y “L—19]4ng9g “Ay (M PKI BOS. | Ren 000‘000'* o0o0‘ood.+» rt ******* HO weap 
*astidia3 
“Ua Buo0sjs ayeusy Be] “BuymosS [ys Ajjusseddy = g seMpPIW—H}9y_—Aosydunyy yet ieee sto‘oor’s § 000°000°9 Or ****** di09 110 HEI W 
‘woNesHy Ut ssonposd eBsey gg BuyssavT—yoweT AL “** *** 00'o0S‘*zZ O00'000'DE OL “s0dsuesy F [IO pursy 
‘woyenjea sodosd yuoaesd ,,82119184,, 3 838019}Uy SO4psog—ueuyiny AOL “** *** 000‘000'02 000‘000'02 O01 ********* 110 woysno} 
FRG 
au0d,, Pinoys ‘snoyinfuy oyndsyp ,Ss93}4MJ9puy) =D 0D B PBB D ya AE ee eee 000‘000°8 + o0d‘ooo'Or or ‘""*"**** HO 4Poesus|h 
‘adoy aulog ‘uoHEs0[dxe yoyseW WoIs SIayNS qq AsidweyD ‘gq ‘WM—PPA AA AZ nip OY oooood’s o00°o00., gs “""*""*""" HO [es9ped 
‘syoedsoid pood :,juepuadapuy,, Sujmous yg wepsoy “Sf £4 OW OSTIS sez‘zzo'zt ooo‘oOO'sSZ Ss “***T***T 0D B wepsod 
“AwOo[s YOoNGO “sajqnos} [epueuy | 0D Bayryy HK a 621'996 Gere 9h. err Se BO Heuseg 
‘Jesoqy WoHezyerdey “sjoedsoid ureyss0uNh «= vuopuseH Wf 90S ‘“"" *** 000°000°¢ $ O00‘O0O'S $I $110 BsNiueA ULOPOWYy 
(201d ‘ o 
quesino s108U0: aor, Te, ua “Bys3n, uonezt 618 oure 
suoradO yg wo paseq) S jusssy Moly “Mig Oo jm 9 3 = 
j ‘sunry § 
‘sBuyer Suyuwisjep Ul 10joez © ose Sodlsd yusIIND *19;8] SBuNe1 9804} SBueyo 0} AjIss900uU ouIOs oq ABUI sJ9qT, *9)9 _ 
«Gl, 888[9 Ul Zunes puodses ,,*y,, SSB[D UI Buloq Burjyes ysayBiy JO ss0y} ‘j119UI JO JopsO UT Sonss] Azisse[D OA, ‘Wq} Zurpjoy 40 Zur4nq uy pesposexe oq ysnw 9189 
yeosB pue ‘anjea ureys90un Ajeulesjx29 jo Saslidasjue 10 ‘suOT} id ‘syoodsoid 918 Ayiofew ayy ‘(pepnjour jou st s[Io yusUTjseAu! yo dnos8 [1M psepueis) 
UONCIIPISUOD JUSUTS2AU! JO Zuyasosop o1e [10 JUspusdepul,, 94} JO Ua} UBY} SST “qsND AOA MON 24} UO UI Popes} oe Senss! [10 pospuNnYy OM} ynogy 
stO—f 
SYDOIG GIND IANSY jo snjzejg 9U 








apin4) saiytand9g poisTuy 



































*ganyny 38915) 


“SSB[S JUSUTSOAUT 


*kjuo yodsoid y "joxIeW 100g 


*sj10d01 Aj1¥9 


"RA syoodsoid ureji90u—) 


S}OIPVsjUOD UBOHOe JRL 


‘aIQUN[eA SBurpjoy erus0s;yeD pues uvoixoyW 


*pesderjoo Ajjussedde uonowoig 


*e3e}s uonowold ut [INS 


‘pecuvuy A[aaneasasuoous) 


‘s9onpoid seg “sje pue saseo, pedojassp poor 


‘wornonpold aze19poyy “yoxseUI selNBI13; Vayjovuy 


“‘Burdojaaaq 


*[njedoq 003 uonezyeydes 


‘}MSME] [1M PURIST JO 3[NS01 UO Spusdep one, 


‘Bunuroddesip ssas301g 


“UreyI90UL) “Burypoe, wyeq *yexseU 100g 


*zomod Buiuses 


Moys souedui0a peBseyy “ysoddns yox1eW ON 


‘ureys20un syedso1g 


‘aBe3s yusuidolaA0q 


*£[110}08 81388 Burdolaasq 


‘pesewep uoneyojdxe yoxseyy ‘a[qepuadep jon 


“s89]4q310m Arqeqosd 


*astidiajus BSursrwoig 


en) 


-eBeueu jUS||9°x%q 


-dojaaep seqiing 


‘uBredwues Ayo1qnd 


‘wonowmoid poziedesi2AG 
“Spoyjem sArjeAsosu0>) 
“ssajanyea Apjuaseddy 


“UIe}199 


yZno14y paeipoe19sicq 


*yuow 


*“Aueduroo BSuimossB punog 


“queu 


QBmRanmnkhroMmMnmmemMQUOO< 


mReoavav 


— 


a 


403 WOOY “yIMoIZ [euOHesUTS 





SH®PPM “I 


a 


(panusjuoo 


wosivag—AeipMmor pio] 
PeyHuepruy) 

4099 “VY ‘D—UuueD ‘g ‘[ 19D 
[[88psig pue siajze Ay 
uoueH ‘d “M 

J9AIND “T query 

Ajywey woes 

‘OD B Yosoucg ‘d ‘V 
Wi2q OFT 

susydsig ‘WI 

A22D “A YON 
aazIMIUIOD 941}90301g 
uowseyyT “095 


Pegnuepray) 


‘088y U2X!Y “W 'd—149 ‘AH 


PHM ‘d ‘OD 

Pleyined “A *[—s941q peasy 
uosyON ‘f 

‘208sy IVUseuUNOY smo] 
uosueg ‘{ ‘D 

ay Weyer 281005 


pexy—Funoyz 


Aaiquiry 


*[—pr9ymerD “WwW Ef 


9q OL) 








(323) 





91 000'00S‘I o00'00s'Ts or ****’ HO a8eq uvoxay 
+ 000'66¥ 000‘00S ee "Wq Buywok M 
wr ooo‘ooo’s + o00‘n0d.s 1. ‘"******wna}oeg qUIQ 
“Hz 000000 + ooo‘oos‘e or “"""t"'* HO B1H03914 
Ys sse‘6zy'2 ooooos‘e s ‘"*"' HO “Suod BinjueA 
9% 7 : Olz‘zr8 o00‘o00'T «=6t*** *S8) BNO wnnoe, 
%1 OW 9E'$ 000'00S oooooo’s ot ‘*""****** TIO woURIS 
74 srs tes goo‘oos‘t o00‘000' 1 **'s2u B 110 Yetonbeg 
£ 6 09% 000*009 0000S 4 i.” MSSeae eee ee ee 

s 6 oz$ 000'00r Geers. O50." "rer" WO ‘4 “aueg 
oe.’ + 000000» + ooonoo’s 1 ‘****** 88 BR IO seUO 
Art a a 000'000'ZT o00D00'ZE sz **'*' "iq UE WOdoney; 
os * @00000'T ooo‘oos‘r r “"*""""""’ * 11O Baousy 

Zz OW 09S O00'00S'2 O00;D0S'Z Ss ‘°**'J9Y BR NO s9Aourzy 

+ © 08's o00'000'Z o00'00S'Z ¢§ ‘***"UNd[O139g ONUEPY 
% oe i *  goo‘oos‘t ooofoos‘e 1 “"""******** TO Bary 
“At 6 ov's: ooofoos't o00'000'S Ss *'* SD RB IIO purlsem 
er *** — Qoo‘o00't = 000*000' «86s IO Us8ISaM poy 
aS ca gh ers‘zos‘¢ oo0'ooo’s 1 ‘*'*’ "110 481g wedeny 
%L OG oss ooo'oos't 0000's ¢ ****'s9a BLO edjndes 
10° ibe og a 

Fi 000‘000‘S 000‘000'S § 19 PF “posg so3jnwyAO 

6 o os's 000‘00S*Z 000‘000.0IT ¢§ “2? BF ‘Posgd ewoyqeyz~O 

zet © 8$ o000'000'sZ O00*000'0S OS “***** Buyuyey wep 


sa] Anqog—sniiT—seuld “Vv “L 











IMPORTANT DIVIDEND ANNOUNCEMENTS 
To Obtain a Dividend Directly from a Company the Stock Must Be Transferred Into 
the Owner's Name Before the Date of the Closing of the Company's Books 








Paid to Paid to 
Ann. Amount Holders Ann. Amount Holders 
Rate Name Declared asof Payable’ Rate Name Desares asof Payable 
8 Ahmeek Mining ... Dec. 7 . 6% Harb-Walk Refrac, p 14% an.-10 Jan. 20 
6 Alex Rubber ...... $1. Nov. . $4 Haskell & Bark Care 3° 8 4 16 a 
6 Allouez Mining .... $1.50 Dec. 1 ‘" I 
6 Am Beet Sugar, p.. $1. \ Indian Ref, p Dec. 2 
8% Am Beet Sugar, c.. 2 % . " Indian Ref, c 3 2 
cose A 2 Isle Royale Copper. 50c Dec. 7 
2 
4 
+ 


. 


Kerr Lake Mining . 25c 
M 


3.60 Amer Internat, c... s Dec. Marlin-Rockwll Corp $1 M Dec. 
7% Amer Li aus 
12% Amer Radiator, c... 
Am Smelt & Ref, c. 
Amer Sugar Refin, p 
Amer Sugar Refin, c 
Am Su ef, c ext. 
Am Tel & Tel 
Armour & Co, p.... 
Armour & Co, c ... 
At, Gulf & WISS, p 
Ati Refinin, 

Atlas Powder, c ... 
Atlas Powder, c ext. 


Beth Steel, 8% p .. 
Beth Steel, 7% p... 
Beth Steel, c A.... 
Beth Steel, c B 

Borden’s Con Mik, p 
% Boston & Albany.. 
8 Buckeye Pipe Line.. 
. Buf & Sus RR, c ext 


OF SRF 


Mergenthaler Lino . 24% Q Dec. 


N 

National Biscuit, c.. 14% Dec. 30 
Nat’l En & Stamp, p 14% Dec. 11 
National Lead, p .. 14% Nov. 22 
National Lead, c .. 14% Dec. 13 
Nat’! Sugar Refin .. 134% Dec. 9 
National Transit ... 5 Nov. 30 

. Nat’l Transit, ext .. 50c Nov. 30 
N Y Air Brake .... 5 z Dec. 2 
2% Niles-Bement-Pond, c 3 Dec. 2 
Norfolk & West, c.. 14% Nov. 30 
Northern Pipe Line. $ Dec. 13 
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Pabst Brewing, D ce § 
Pacific Mail S S,c.. 5 
. Pacific M SS, c ext $1 
. Packard Mot Car, p 1 
Calif Packing, ¢.... 6% Penna Water & Pr. 1 
Calumet & Arizona. $2 Dec. \ $1.75 Phila Electric 
Calumet & Hec Min $15 . 2 Pitts Brewing, c.... 50c 
3 Cambria Steel 5c : i Pitts Coal (BS, c... $1.25 
; Cambria Steel, ext.. 75c . . 12% Pitts Plate Glass, p.12 % 
Canadian Pacific, c. 24% ..++ Pitts Pl Glass, p ext 14% 
. Centennial Cop Min $i R 
Chesapeake & Ohio. 2 7% Republic Ir & Stl, p 14% 
... Chic Gt Western, p. ..-. Rutland R R, p.... 
8% Chic & Northwest, p 
Chic & Northwest, c St Joseph Lead.... 
Cities Service, p ... Savage Arms, Ist p. 
Cities Service, p ... avage Arms, 2d 
Cities Service, c... Savage Arms, c .... 
Cities Service, c ... olar Refining 
-.. Cities Serv, c ext e. olar Refining 
. Cities Serv, cyext e. outhern Paci 
Consolidated Gas .. outh Penn ceee 
Continental Oil .... Porto Rico Sug, 
Por Rico Sug 
tand Oil of Cal 


opper Range ii 

t . o eee 
Bs plgpecs tand Oil of Kansas 
tand Oil Kan, ext 


Crex Carpet 
t Oil of Kentucky. 
Neb.. 
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Crucible Steel, p ... 
Cuban Amer Sug, p 
Cuban Amer Sug, c 
. Cumberland Pipe L. 


Del & Hudson 

Diamond Match ... 
Dominion Ir & St, p 
Dominion Steel, c .. 
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Pesng Oe .cceccces 2u%% 

. Tobacco Pr, c ext o. % 

Underwood Type, p 14 
Underwood Type, c 1 

. Unwood Type, c ext 5 

Union_ Pacific, c ... 2 

Unit Cig Strs Am,p 1 

Un Dyewood Corp,.p 1 

Un Dyewood Corp,c 1 

United Paperboard, p 1 

. United Paperboard, c 

U § CtIrP& Fy, 

U S Indus Alcohol, c 

% U § gee vo 3 

teel, c ext.... 
w 
Washington Oil .... $4 
White Motor 
7% Woolworth (FW), p 14% 


tet dividend. = 

id in common stock. i. 
=n account of accumulated dividends. 
x—Paid in stock. 


Eastern Steel, 1st p. 
Eastern Steel, 2d p. 
Eastern Steel, c ... 
Eastman Kodak, p . 
Eastman Kodak, c . 
Eastman Kod, c ext. 
Elk Horn Cl Corp, p 
Elk Horn Cl Corp, c 


Fed Min & Smelt, 


Galena Sig Oil, ori 
- Galena Sig Oil, n p 
General Asphalt, ee 
General Chemical, 
General Electric ... 
. General El 
Goodrich 


= 
BF 
el 


SRANMKRN yasWsl_ aakak 





ow += ee 
.] 
tt ee 
RAR WRKAK 
RW RWalyestadakgtatgeay 


NNNONUNUUNNKK Ww 
Cor COO CoCOOO CO 
OMT tee Cer ttt it 
S BBuowuwe TSE ee vor 


4 33 


SRS FAARSEEBABEEE BY 





— — 
—— 
of 
— 

- 
3 


° re Prop. 
Gulf States Stl, 1st p 
Gulf States Stl, 2d p 
Gulf States Steel, c 
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